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ASSETS 
Cash, Gold and Due from Banks............. $1,311,011,894 
United States Government Obligations........ 1,842,996,802 
Obligations of Other Federal Agencies... . 35,464,846 
State and Municipal Securities.............. 596,283,109 
Clie ee = a 60,581,083 
Loans and Discounts...................200+ 2,337,065,556 
Real Estate Loans and Securities............ 4,978,328 
Customers’ Liability for Acceptances......... 43,819,480 
Stock in Federal Reserve Bank.............. 15,000,000 
Ownership of International Banking 
NE gnc cv ccteedcarseeesvancceves 7,000,000 
Bank Premises. ............0.--eeeeeeeeees 27775771 
Items in Transit with Branches.............. 38,100,729 
Other Assets. .............. cece cee cee eens 3,625,188 
Total... 0 ccc cc ccc ccc ccc ccc cccsces $6,323,104,786 
LIABILITIES 
NING 6a 5 bi hag ks nee eee EA ay aS een ee es $5,639,188,380 
Liability on Acceptances and Bills. .$75,693,233 
Less: Own Acceptances in Port- 
folio... ... 0.0... eee eee 29,344,669 46,348,564 
Due to Foreign Central Banks............... 18,492,300 
(In Foreign Currencies) 
Reserves for: 
Unearned Discount and Other Unearned 
EMGOMC... 66 occ ec eebreeied any ena nae 22,472,680 
Interest, Taxes, Other Accrued Expenses, etc. 38,440,249 
Bice 5,500,000 
Capital... 0. nce sees eee eenss $200,000,000 
(10,000,000 Shares—$20 Par) 
Surplus. .. 0... 2 cc se cde cscs 300,000,000 
Undivided Profits............... 52,662,613 552,662,613 
(kc) | ar ree $6,323,104,786 


Figures of Overseas Branches are as of December 23. 


$400,361,995 of United States Government Obligations and $19,082,200 of 
other assets are pledged to secure Public and Trust Deposits and for other 
purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





Affiliate of The National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 


Head Office: 22 William Street, New York 
Capital Funds $32,037,611 
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The school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 
the Secretary, IAS.... 











The IAS 
RESIDENT FINAL EXAMINATION 








Orne of the unique features of IAS training is the 
Resident Final Examination, introduced in 1925. This 
plan has made a direct contribution to the success of 
thousands of IAS graduates. 


@ Upon successful completion of the Diploma Course 
of 90 assignments, an IAS student is given a compre- 
hensive Resident Final Examination in his own com- 
munity, under the supervision of a local Certified 
Public Accountant (or an attorney at law if no CPA is 
available). The examination questions, prepared by 
the IAS Faculty, are forwarded under seal to the local 
examiner, who holds the examination in his office. 
Adequate controls are used to see to it that no two stu- 
dents in the same locality are given the same exami- 
nation. 


@ The examination usually takes five to six hours, 
The examiner is required to certify that the student 
completed the work entirely on his own, without ac- 
cess to any textbooks or notes. The examination pa- 
pers then are forwarded by the examiner to Chicago 
for faculty correction and review, to determine if a 
diploma should be awarded. 


@ No IAS Diploma has been awarded to any student 
enrolled since April, 1925, unless the student has 
passed such an examination. 


@ The Resident Final Examination plan safeguards 
the integrity and enhances the value of the IAS Diplo- 
ma. It assures prospective employers that IAS grad- 
uates possess a thorough, tested knowledge of 
accounting. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD ¢ CHICAGO 6, ILLINOIS 




















Use Them FREE for 10 days! 


500 Successful Credit i Ls a i. ; : PAUL HAASE, Editor 


and Collection Letters Ms es i. BENJAMIN R. MAKELA 
. Publication Manager 


Here’s how to save time and money tf, as CEIL SMITH THAYER 
in your leiterwriting ... get better , , : Assistant Editor 
results from your credit and collection é y yd . 
letters. Send today for a Free-Examina- JOHN A. MURPHY 
tion copy of the greatest group of Advertising Manager 
credit and collection letters ever put be- 
tween the covers of a single volume— 





Complete 
Credit and 
Collection 
Letter Book 


Contents for February 1955 


FEATURES 


MEASURING SALES, GROSS ASSETS AND INVESTED CAPITAL 


POE DS Ra mere mesine pee type twicree 





by John D. Little AND COMPARING THEM TO PROFITS—E. Stewart Freeman . 


4 : ; TAX HIGHLIGHTS OF 1954—J. H. Landman. . .... . 
Each and every one of the 500 letters in this 

td yaaa gg gg sag Se ng ome A MODERN SIMPLIFIED PAY ROLL PROCEDURE—Gordon G. Fogg . 

to use “as is” or with only slight variations 

to fit your particular needs. You'll find indi- THE A-B-C’s OF OIL PAYMENTS—Harold Harlan Hammer . . . 

vidual letters, as well as complete series... 


dozens of openings and “hooks” to vary your CONCLUSIONS DRAWN FROM CASE STUDY ON MANAGEMENT 


approach ... techniques and ideas ready to 
go to work for you AT ONCE. PLANNING AND CONTROL AT GENERAL ELECTRIC . 


Here’s just a hint of the 


gold-mine of ideas you’ll get— 

A simple collection “hook” that brings in an DEPARTMENTS 
89% response—A collection series that gets 
speedy resu!ts from bad risks—A successful CORRESPONDENCE 
—e. letter that —— ———— — 
—14 “first letters” that bring in payments— = 
forceful none shot’ letter used to collect ac- SCANNING THE SCENE—Paul Haase 
counts charged off as uncollectible—5 letters ere 
that pull for a company in a hizhly competitive WASHINGTON NEWS-—Benjamin R. Makela . 
field—Successful ways to collect from non- 
pro! t organizations—Dozens of fresh variations PAGING THE NEW BOOKS 
on the tiresome “please remit” theme—Tactful 
letters drawing customers’ attention to un- 
sat'sfactory tren’s in their business—4 letters THE DYNAMICS OF INDUSTRIAL MANAGEMENT 
asking for more information while refusing : wi 
more credit—ways to get proper information for Reviewed by Christian E. Jarchow 
evaluating risk--3 ways to calm down cus- 
tomers dunned for bills already paid—Letters 
that turn customers’ complaints into good will RESEARCH NOTES . 
—Letters to chronic “discount chiselers”— 
Handling a debtor “Friend of the Front Office” DATES AHEAD 
—5 lIsiters to customers whose checks have . 
—_——— » PERSONAL NOTES 

Remember, all these successful letters are 
ready for you to use at once... and any one OPPORTUNITIES 
could easily be worth hundreds of dollars to 
you, not only in increased collections, but in 
time and effort. Veteran credit men are en- 
thusiastic in their praise of the COMPLETE 
CREDIT AND COLLECTION LETTER 
BOOK. George J. Schatz, Vice-President of 
Commercial Factors Corporation, says: “This 
a not only supplies a yao also 
makes available dozens of rew credit and col- 
lection ideas.” And W. R. Dunn, General Mant . er 
Credit Manager of General Foods Corporation, ember, Magazine Publishers Association, Inc. 
says: “This book is full of the how-to-do-it of 
making your credit letters human, tactful and 
effective.” 
ot pend yr iso ely ae os for er. 
se ow tremendous!y he'pfu ese grea 
letters can be in your work? Mail the coupon THE CONTROLLER. Published monthly by Controllers Institute of America, Inc. Publication office, 
below for a Free-Examination copy of the 73 Main St., Brattleboro, Vt. Editorial office, One East Forty-second Street, New York 17, N. Y. 


book today! 
| - = MAIL THIS COUPON NOW ~ - — Entered as second class matter at the post office, Brattleboro, Vt., September 1, 1937, under the 
Prentice-Hall, Inc. Dept. M-CO-255 | act of March 3, 1879. Subscription $6.00 a year. 2 years $10.00. Single copy 60c. Address sub- 

Englewood Cliffs, N. J. | scriptions to the Circulation Manager care of the New York office. Advertising rate card available 

Please send me a Free-Examination copy upon request to the Advertising Manager. 

of the COMPLETE CREDIT AND COL- I 

LECTION LETTER BOOK. Within 10 

days I will either remit $4.95 plus postage, H 
I 
I 








Change of address should be sent before the first of month preceding the issue to be changed. 


The editor will be pleased to review manuscripts submitted for publication, but will not be re- 
sponsible for loss in transit or otherwise. The views expressed in the various articles are those of 
the authors and not necessarily those of the Controllers Institute of America. Printed in U. S. A. 


or return the book and owe nothing. 


SAVE! Send $4.95 with this coupon and we l 
will pay postage. Same return privilege; re- 
fund guaranteed. | 
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THE ELECTRONICS 


Editors, THE CONTROLLER: 

Marshall Granger's article in the No- 
vember 1954 CONTROLLER is indeed 
thought provoking. He sets forth the need 
for consultants, recounts a few successful 
consulting engagements and several bad 
ones, and tells how to hire a consultant. I 
note that he is, and has been, a practicing 
certified public accountant. From my per- 
sonal knowledge, he is a very good one. 

I should say that I have had experience 
as a certified public accountant, a control- 
ler, a general manager, and am now a 
practicing management consultant. So I 
could be expected to have a pretty good 
knowledge of the field from all sides. I 
have hired consultants, as well as now 
being one. 


CONSULTANT 


Of course all reputable consultants de- 
plore the few incompetents in the business 
and the high pressure boys. As the field 
would be hard to control by legislation 
without killing it, the excellent remedies, 
through purchasing, suggested by Mr. 
Granger, would seem to do the job. In 
fact, one wonders what kind of concerns 
allow themselves to be sold into such 
messes as the author outlines. No wonder 
one such company did not have the re- 
sources to pay the fee. My companies, in 
this area, seem to have good purchasing 
departments for managing consulting 
services. And the benefits more than take 
care of the fee. 

Except for the few large and long es- 
tablished firms who can accomplish it by 














Iv’s all these reasons . . . 
Pandick” a guarantee of the finest and most complete printing service 
available. For over 30 years now, we’ve printed thousands of important 


documents for you . 


and more. . . that make “‘Printed by 


. . Registration Statements, Prospectuses, Annual 


Reports, Proxy Statements and many others. 
We're available “Wight & Day’’ and offer our long “‘Experience”’ 
to give you “Personalized Service’? with your printing needs . . . fast ! ! 


Pandick Press, Ine. 


Established 1923 


22 THAMES ST., NEW YORK 
WOrth 4-2900 NY 1-3167 


71 CLINTON ST., NEWARK, WN. J. 
MArket 3-4994 











reputation, consulting work has to be 
stimulated by contact. Probably not one 
engagement in ten originates by an execu. 
tive deciding all by himself, that he will 
hire some consulting. Occasionally, he will 
realize that he should, but seldom takes 
the initiative. Forming a nationwide so. 
ciety, with all kinds of thou-shall-nots, 
including advertising and all forms of 
solicitation, is not the answer. That would 
practically be the end of consulting. It's 
not something that the stockholders, the 
banks, the Internal Revenue Service and 
the Securities and Exchange Commission 
require annually. Nor do the tooth paste 
companies advise you to see your consult- 
ant twice a year. It is constructive, and it 
has to be sold in one form or another. 

Personally, I enjoy my interviews with 
businessmen. I believe they get as much 
out of it as I do. My reception is almost 
always cordial, and my leave taking is al- 
ways so. In fact, one manufacturer in New 
England told me that he seldom hires a 
consultant but always talks to them as he 
acquires so much free advice! 

How else than by consulting can the 
company with an occasional technical 
problem solve it; or the inexperienced, 
with great problems suddenly forced on 
them; or the businessman who knows 
something is wrong, but cannot find it 
himself ; or the concern who needs equity 
financing, or wants to sell out or buy, but 
doesn’t know how to go about it; or the 
inactive owner who believes his company 
is being run as a country club; or the poor 
fellow who is faced with financial ruin? 
In the latter case the consultant shouldn't 
be blamed if the forward passes he has to 
throw are sometimes incompleted. Nor 
should he take the brunt in any case if his 
recommendations are not followed. 

Electronics accounting is coming into 
being. The possible savings by its use are 
astronomical. Is every responsible com- 
pany official going to become an expert on 
whether such a machine should be bought 
and which kind of apparatus to acquire? 
The electronics salesman cannot be ex- 
pected to supply all the answers. I predict 
that the responsible consultants will be in 
there advising. And doing a good job, too. 


F. D. COLBURN 

Partner 

Franklin Colburn & Associates 
Pittsburgh, Pa. 


INDUSTRIAL INFORMATION 
Editors, THE CONTROLLER: 

The many articles in your magazine 
written by controllers in large corpora 
tions prompt me to ask whether current 
figures are available on operating ratios, 
inventory turnover, etc. on the industries 
represented in Controllers Institute ? 


GCrBac. 
Dallas, Texas 


There are so many industries represented 
in Controllers Institute that with our limited 
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Belle Howell 


MICROFILM EQUIPMENT 






Now, small as well as large businesses can enjoy 
the time-saving, space-saving, money-saving bene- 
fits of microfilming ... for the unique Micro-Twin 
combines both recorder and reader in a single 
compact unit at a price less than you might have 
expected to pay for a recorder alone! 


The Micro-Twin, with its 37-to-1 reduction camera, 
records documents as wide as 11 inches on just 
half of the 16-mm film width. Documents can be 
photographed back and front simultaneously. 
Full-size facsimile prints can be produced quickly, 
direct from microfilm in the reader. For hard-to- 
read material, a 24-to-1 camera is available. 


An optional Acro-Feeder provides rapid feeding 


SOLD AND SERVICED BY 


Burroughs 


Whereverthores business thes Burroughs = 


IM ICRO-TWIIN *conrn/ncaven 
complete, Jow-cost microp Oring 























Burroughs Micro-Accounting— 
the modern business science of 
simplified accounting—now be- 
comes a low-investment reality 
with the Micro-Twin recorder- 
reader. It eliminates wasted forms 
and duplicated motions . . . as- 
sures complete and exact infor- 
mation for speedy reference... 
and materially reduces the cost 
of doing business. 


and accurate spacing—all automatically. The ex- 
clusive indexing meter is the last word in rapid 
location of filmed documents. The Micro-Twin 
does the complete, modern microfilming job, yet 
it is as easy to use as a box camera. 


The compact Micro-Twin is available with the 
matching stand and work organizer, as shown 
here, or in a model that fits conveniently and 
securely on a work table or desk. 


Why not find out about the many ways your 
business can profit with the Micro-Twin? Just 
phone your near-by Burroughs representative for 
the complete story. Burroughs Corporation, 
Detroit 32, Michigan. 











Editors, THE CONTROLLER: 

In a recent issue of the Stromberg-Carl- 
son Transmitter, published by the Strom- 
berg-Carlson Company of Rochester, 
N. Y., I noted a cartoon. 

Is there any resemblance, implied or di- 
rect, to your operations in the publication 
of THE CONTROLLER? 

As one of your long-admiring readers, 
I thought you should see the cartoon and 
perhaps you can induce Stromberg-Carl- 
son to let it be seen by other readers of 
THE CONTROLLER as well. M. B. R. 


Brain Waves (a), created in conference room, pass through Personal Opinion 


REPRINTED WITH PLEASURE AND PERMISSION .. . 











Filters (b) into Mixing Apparatus (c) where High-Frequency Word Agitator 
{d) automatically matches nouns, adjectives and verbs. Resulting Compound 
fe} passes over Engineering Sieves (f) and is separated into You-Write, I'Il- 
Write and He'll-Write storage bins (g). Electronic Calendar (h) opens bins 


automatically one week before printing deadline and dumps contents into 
Jet-Propelled Writing Machine (i). Words are printed on High-Speed Tape 
(j), pass through Fast Approval Scanner (k) where original text is com- 
pletely erased and Chief Editor's Second Version is substituted. Re- 
lease Door {I} opens, awakening Carrier Pigeon {m) which grabs end 
of tape in beak and flies off for Printing Shop (n) in Chicago and 

the next we see is a batch of page proofs. These also get thorough , 


and critical scanning and, as the publish- 
ing world phrases it, the edition is finally 
“put to bed," printed and mailed out to 
you and all the magazine's subscribers. 


We wouldn't dare to give away any pub- 
lication secrets but one of our editors claims 
that, in the cartoon, the box “He'll write’ 
is much too small. Permission to use the car- 
toon was kindly granted by the Stromberg- 
Carlson Transmitter, monthly feature of 
Telephone Engineer and Management Mag- 
azine. 

—The Editors 





staff it would be virtually impossible to 
maintain that type of information. We do 
know that Dun & Bradstreet accumulates 
information of this type for a number of in- 
dustries and in some instances it may be 
available through the U. S. Department of 
Commerce and, perhaps, the Securities and 
Exchange Commission. 


—The Editors 


OF COMPTROLLERS . . . AND COMMAS 


Editors, THE CONTROLLER: 

I have noticed in the January issue of 
THE CONTROLLER your reference to the 
change of comptrollers at American Brake 
Shoe Company. I feel that your story is 
somewhat misleading in that it states that 
the change does not become effective until 
next May. Victor L. Persbacker was actu- 
ally elected the comptroller as of Decem- 
ber 1, 1954 and Edward C. Hof has re- 


























tired. His retirement really took place a 

few months ahead of his 65th birthday 

but this is only a mere technicality and the 

change became effective December 1, 1954. 
We would very much appreciate it if 

you could manage to correct the impres- 

sion that the effective date is not until next 

May. 

J. P. CARROLL 

Advertising Manager 

American Brake Shoe Company 

New York, N. Y. 


A PROGRAM FOR RETIRED MEMBERS 
OF CONTROLLERS INSTITUTE 


Editors, THE CONTROLLER: 

Your editorial in the September 1954 
issue, “Retirement INTO Life,” was very 
good and to the point. 

Considering this matter of retirement, 
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particularly in connection with corporate 


controllers, I have wondered whether 
Controllers Institute of America had ever 
considered the possibilities of a program 
for retired members. Perhaps in_ time, 
there may be room for some sort of in- 
ternal association to maintain the interests 
and garner the services and experience of 
retired members for the profession. Some 
could be used in the educational program 
and some in other ways, such as for con 
sultation and technical advice. 

Let me add, in closing, that I, too, 
found the book “Some Observations on 
Executive Retirement’’* by Harold L 
Hall, which you mentioned in your edi- 
torial, to be stimulating reading. 


A RETIRED CONTROLLER 


* Controllership Foundation, Inc., has tt 


cently published a book digest of Mr. Hall's 
book. Available from the Foundation, On 
East 42nd Street, New York 17, N. Y., @ 
75¢ a copy. —The Editors 
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Good Decade Ahead 


Now that the forecasts for 1955 have been published and 
digested, what’s ahead for the American economy for the 
forthcoming decade? According to a current analysis by the 
Bureau of National Affairs, Washington, D. C., a private 
research agency, President Eisenhower's recent forecast of a 
$500 billion economy for 1965 has a good chance of being 


= achieved. The research group’s study estimated that 1965 


= output should be around $510 billion. 





Big Debt: Small Worry 

As 1954 drew to a close, it was estimated that the total 
gross debt of the United States stood at approximately $720 
billion. If you are disposed to consider such a debt total 
as a sign of weakness in the economy, then ponder the coun- 
sel of Dr. Marcus Nadler, consulting economist of Hanover 
Bank, New York, who believes that this debt is not out 
of proportion to the economic growth of the nation. Al- 
though the debt continues to rise, Dr. Nadler asserts that 
it has ceased to be an inflationary force and, he points 
out, “‘at present debt management is more important than 
the debt service or the size of the debt.” 

His study points out that increased corporate indebtedness 
is offset by the improvement in the financial position and 
the growth of corporations, and he concludes that “‘if the 
output of goods and services is to continue to rise in the 
future as in the post-war period, an increase in the private 
debt is necessary.” Analyzing the sharp rise in individual 
and noncorporate debt, which increased from $53 billion 
in 1940 to $149 billion in 1953, Dr. Nadler notes that this 
is largely in the form of mortgages on one to four-family 
houses and in consumer credit. He finds that this debt rise 
was accompanied by an increase in disposable income and 
liquid savings and “while defaults and foreclosures are 
bound to take place, the trend toward home ownership is 
economically and socially desirable and adds to the strength 
of the American economy.” 


Market for Corporate Bonds 

Public pension funds have become major competitors with 
other institutions in the corporate bond market recently due 
to the rapid growth of the funds and the liberalization of 
their investment policies, according to a recent study by Un- 
ion Securities Corporation. More than three-quarters of the 
funds set aside for pensions for public employes now can 
include high grade corporate bonds as pension reserve in- 
vestments. 

It is estimated that $1 billion of these funds were invested 
in corporate bonds in 1954. Pension funds for 3.6 million 
employes—teachers, firemen, policemen and civil servants 
—had approximately $10 billion in assets at the end of 1954. 
The pension funds, it is estimated, have been growing at the 
tate of 16 per cent annually and last year the funds bought 
36 per cent of the publicly offered corporate bonds rated 
“A” or better and 62 per cent rated “AA” or better. 


The estimate was based on four basic assumptions: 
(1) No general war, (2) continuation of the cold war, 
(3) no big depression, (4) about four per cent of the labor 
force unemployed (which is a shade less than at present, but 
higher than the figure in 1951-53). 

In developing its estimate, the group studied the various 
components of gross national product, such as private con- 
sumption, government, capital formation, etc., and based its 
projections on a continuing rise in population and produc- 
tivity, as well as a slight increase in spending by consumers of 
disposable income in the years ahead. 


“Depreciable . . . Not Deductible” 

There is no particular timeliness in the following para- 
graph, since the baseball season for 1954 is well behind us 
and (always excepting activity in Puerto Rico and other areas 
where winter leagues operate) it is sometime before the 
robins will be heading north and the Indians, Giants, et al. 
will be going south. Nevertheless we felt it in order to re- 
port, in case you missed it, that a recent Treasury ruling de- 
clares that when a baseball club is bought, en masse, the 
players become depreciable and are not deductible. 

This may only be a matter to be mentally filed under “‘In- 
teresting Bits and Pieces of Knowledge’ to some readers 
but it will have special interest for several corporate con- 
trollers and financial officers who have something more than 
a fan’s interest in the national pastime; at least one of whom, 
during the past year, served as treasurer of a minor league 
club affiliated with the farm system of a major league team. 
That is not his regular, full-time activity, but it serves to 
illustrate, in another way, the widespread extracurricular 
interests of many of our readers. 


Take Heed! 


Recently, our distinguished and able Secretary of State, 
John Foster Dulles, returned from a_history-influencing 
conference in Europe to find that while he was away, the 
Federal Government had ruled out his favorite kind of 
ruled note paper (yellow, 8 x 1214”). All note pads here- 
after in Federal offices are to be standardized into four types 
and yellow paper is out. 

Conceding that many a worthwhile idea has been jotted 
down on the back of a dog-eared envelope, for want of a 
better piece of paper being at hand at the moment, and ap- 
preciating the dollar-saving value of standardization—still, 
the experience makes a man wonder whether he dare leave 
the office very long. —PAUL HAASE 
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HE JUNE AND AUGUST 1954 ISSUES of 

THE CONTROLLER invite discussion of 
the relative merits for profit planning of 
establishing a return on total assets as 
against a return on sales. This article pro- 
vides some comments on the subject, 
among which are suggestions that the 
assets should be priced in the same dol- 
lars as the sales and that depreciation and 
noninterest-bearing debt should be de- 
ducted from them before any comparisons 
are made. 


SALES VS. ASSETS 


The sales are the immediate source of 
profits while the assets provide the ca- 
pacity which makes the sales possible. 
Profit cannot be based solely on the sell- 
ets assets any more than it can be based 
solely on his costs. He may be inefficient 
in one or the other or in both. Profit must 
be earned vut of what the buyer is willing 
to pay. Usually he can and will pay more 
per asset hour for ingenious work or qual- 
ity merchandise than for price-competi- 
tive processing of cheap material. 

The percentage of profit to sales meas- 
ures the relative burden to the customer 
while the percentage of profit to invested 
capital, if correctly computed, measures 
the return on the company’s investment. 
The first is likely to be more useful in 
the short run; it is the more definite fig- 
ure of the two and the easier to obtain; 
it will show less seasonal and cyclical var- 
iation than the other and it will be more 
useful as a guide to pricing the product. 
The second will be more useful in the 
longer run; after the ups and downs have 
had time to average out, the results will 
furnish a record of the past which should 
be useful as a guide to the future. The 
standard for the percentage on the sales 
should be aimed at averaging out to the 
rate desired on the investment. In other 
words, the percentage of profit to sales 
should vary with the percentage of in- 
vested capital to sales, but factors other 
than investment, such as the ones men- 
tioned above, should be considered. 











Measuring Sales, Gross Assets and Invested Capital 
and Comparing Them to Profits 


WHEN THE PRICE LEVEL CHANGES 
The sales are a better guide than the con- 

ventional assets when the price level 

changes up or down. Selling prices must 


respond quickly to market conditions if 


insolvency is to be avoided when prices 
go up or loss of markets when they go 
down. Changes in the conventional asset 
figures, however, are likely to lag many 
years behind and any such torpidity on the 
part of profits could easily prove fatal to 
the business. 

When prices are level, profits are ex- 
pected to provide cash dividends and the 
capital for physical expansion. As both the 
stockholders’ cost of living and the cost 
of physical expansion will tend to vary pro 
rata with the price level, the profits also 
should vary with the price level merely to 
provide for such dividends and expan- 
sion. 

The number of dollars required for 
working capital and for replacement of 
facilities will also vary with the price 
level. Hence, when prices rise it will not 
suffice for the conventional profits to rise 
pro rata; they must rise enough more to 
provide these additional dollars. When 
the price level declines, the conventional 
profits can go down relatively more than 
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pro rata because they will be supplemented 
by the release of dollars no longer re- 
quired for working capital and replace- 
ments. 

For these purposes selling prices should 
keep pace with replacement costs and not 
be permitted to lag with the conventional 
asset figures or with costs based thereon. 


LEMONS VS. GRAPEFRUIT 

The relation of profit to sales comes 
nearer to being a comparison of like with 
like. Except for differences due to in- 
herited costs the profits are customarily 
measured in the same current dollars as 
the sales. 

Assets, however, are conventionally ex- 
pressed in an unraveled tangle of anach- 
ronistic and obsolete dollars. Hence the 
relation of profits to assets is more like a 
comparison of the number of French 
francs to the number of Belgian francs or 
of the number of lemons to the number of 
grapefruit. 

The real value of the existing assets de- 
pends less on past costs than on what the 
product can be sold for in the future. 
With other things equal, that should keep 
pace with the general price level. Respon- 
sible managers do not voluntarily sell as- 
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sets directly or indirectly for less or buy 
them for more than they are worth. Fu- 
ture investments, which must be made at 
future costs, can be guided by past results 
but for this purpose the lesson must be 
conveyed in a language that can be under- 
stood. There can be no intelligent com- 
parison betwéen profits and assets unless 
and until both are measured in the same 
kind of money, preferably in contempo- 
rary dollars. 

While official accounting still clings to 
its outworn convention that a dollar of 
one year is always the equivalent of the 
dollar of any other year, there is nothing 
to prevent internal management from 
recognizing the facts of business life or 
doing as it will with its own figures. 
Usually some approximation of the cur- 
rent replacement cost of the assets is re- 
quired for insurance purposes. 


GROSS ASSETS HERESY 

Official intransigence in respect to this 
convention has led to the rise of a differ- 
ent and less logical heresy. Instead of in- 
creasing the asset figures, which should 
be increased, the new heresy proposes to 
count part of the capital twice. 

At recent meetings and in recent writ- 
ings an increasing number of industrial 
accountants have advocated the use of the 
gross assets as the measure of investment 
without any diminution for depreciation, 
depletion, debt, or accruing losses. Capital 
would be duplicated by counting both the 
expired portion of the investment in the 
older facilities and the cash (or other 
assets purchased with it) withheld from 
gross income to replace it; and by count- 
ing both the purchases not yet paid for 
and the cash not yet paid for the pur- 
chases. 

Custom has correctly counted only the 
net unamortized cost of the facilities 





among the assets and not the gross. The 
cost and the accumulated depreciation 
have been kept separate only for ac- 
counting convenience in preserving the 
record. The new heresy proposes to use 
gross cost only and thus, in effect, to add 
back the depreciation. The theory seems 
to be that there is some sort of inverse 
resemblance between the rise in prices 
and the writeoff of depreciation, so that 
one can be compensated for by the elim- 
ination of the other. 

While invested capital is conventionally 
understated at the present time, the wrong 
method of increasing it cannot be relied 
on to furnish the right results and the at- 
tempt can only add to the existing confu- 
sion in accounting thinking. Clearly de- 
fined objectives are as essential to efh- 
ciency in accounting as in any other field 
of management. 


HOW INVESTMENTS BEGIN AND END 

Investments in nonmonetary assets are 
characterized not by the duration of physi- 
cal possession or legal title but by the 
input-output of money. Such investments 
are prepaid costs for the purpose of earn- 
ing future income. They remain invest- 
ments only as long as and to the extent 
that such costs are expected to be recov- 
erable out of future income. As the pros- 
pects for recovery of the costs become 
current (as through the sale of the ma- 
chine’s products) the investments are 
automatically transmuted into current 
costs. When the prospects for recovery 
of the costs have passed without full 
realization (as when a machine becomes 
obsolete before possession or title is ter- 
minated) any unamortized part of the 
investment is thereby proved to be a loss. 

For example, the purchase of a machine 
with 20 years of expected use should not 
be thought of as an investment in a ma- 





“He’s right—nobody’s robbed the company 
safe since he had this one custom-made!” 
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chine which will remain unimpaired for 
20 years and then require replacement, 
Instead, it should be regarded as a pre. 
paid cost for 20 machine-years of produc. 
tion which soon become only 19, then 18, 
etc. The value of the investment at any 
given time will be determined not s0 
much by the then existing efficiency of the 
machine as by the sum total of its future 
efficiencies, i.e., by the number of years 
of future production it can promise. Each 
year this number will decline and another 
part of the opportunity for the recovery 
of the investment will be lost. 


DEPRECIATION SHOULD BE DEDUCTED 

The function of depreciation account- 
ing is not to maintain specific assets 
through savings for their replacement at 
some future date. Rather, it is to main- 
tain the aggregate invested capital by pro- 
viding substitute assets currently to re. 
place the asset consumption of the year. 
As a result of the charge for depreciation 
an equal amount of cash is withheld from 
gross income and this cash is available 
for the purchase of other facilities. On 
the asset side the cash thus saved is similar 
to the cash saved out of the excess of 
profits over dividends but the offsetting 
entries establish the difference, that the 
function of one is substitution and of the 
other expansion. 

Let us suppose a business started with 
$20,000 invested capital, of which $10, 
000 went into a 20-year machine, leaving 
the other $10,000 in cash. Each year $500 
was recovered from the use of the ma- 
chine and added to the cash. At the end 
of 20 years the machine investment was 
fully recovered and the cash was restored 
to what it was before the machine was 
purchased. Then the cash was reduced 
again by the replacement but during the 
whole period the total investment was 
continuously maintained at precisely $20, 
000. 

If the gross asset figures had been used 
and the depreciation ignored, the effec 
would have been to increase the aggregate 
assets by $500 a year from $20,000 at the 
beginning to $30,000 immediately pre- 
ceding the discard of the machine. Then 
upon discard of the $10,000 machine, the 
assets would have dropped back to $20, 
000, all in cash. Replacement would have 
divided the $20,000 again between cash 
and the second machine. While this is 
an oversimplified example, any balance 
sheet will show that the gross is substan- 
tially higher than the net. 

Deducting the depreciation does not 
necessarily involve complicated computa 
tions for each division of the business. 
Any attempt of the sort would probably 
produce only fictitious precision. The need 
is to obtain an approximate long-term re 
lation between invested capital and ‘sales 
and hence the rate of profit to be earned 
on sales. In some cases it may suffice to 
pro rate the net in ratio with the gross. 
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DEPLETION AND SHRINKAGE 


Principles similar to the ones that apply 
to depreciation of facilities would seem 
to apply to the depletion of wasting as- 
sets and to anticipated shrinkage of other 
assets in the process of realization. 

While the figures used for internal 
control do not necessarily have to agree 
with those used in the tax returns or in 
published reports, they should be con- 
sistent with themselves as between profit 
and invested capital computations. If an 
item has been a cost or a loss it cannot 
still be invested capital, whereas, if it is 
still invested capital, it cannot yet have 
become a cost or a loss. 


CLAIMS AGAINST GROSS ASSETS 


When the gross assets are used as the 
measure of invested capital, all claims 
against them are counted as investments 
in the company’s business. Some of these 
claims, however, are of a very limited 
nature and the assets subject to them are 
not in the same class with the general 
capital of the company. 

As an aid to their examination, the 
capital and other claims can be divided 
as follows: 


(A) Purchases in process 
Assets received before investment 
(B) Funds collected for others 
Tax money, trust funds 
(C) Capital required temporarily 
Borrowed to buy assets (e.g., sea- 
sonal peaks) which upon sale 
will furnish money for repay- 
ment 
(D) Capital required permanently 
(1) Supplied for limited period 
(a) from loans to be re- 
paid from earnings 
(b) from loans to be re- 
funded 
(2) Supplied for unlimited pe- 
riod 
(a) from earnings 
(b) from shareholders 


Reasons will be given why (A) and 
(B) should not be treated as part of the 
company’s capital. (C) is a part but it is 
sufficiently different from (D) to warrant 
separate treatment. (D) (2) represents 
the stockholders’ equity, while (D) (1) 
tepresents all debt which is in fact long- 
term, even though it may be in short-term 
form. The two should be combined for 
many purposes and separated for others. 

Any overstatement of the invested capi- 
tal of the company as a whole can, of 
course, be offset by understating the stand- 
atd or expected rate of profit to invested 
capital. But when facilities are overstated 
more or less than inventories or other 
assets, such offset is likely to be distorted 
on allocation to products or departments. 
Furthermore, even offsetting errors are 
not conducive to clear thinking. Sooner 
or later somebody will overlook one of 





“This one showing my backbone, doc— 
could | have a print for my wife’s mother?” 


the errors and concentrate on correcting 
the other. 


ASSETS RECEIVED BEFORE INVESTMENT 

Among the convenient fictions of ac- 
counting is the concept that the buyer of 
goods or services pays the seller on de- 
livery or performance and that the seller 
then lends the proceeds back to the buyer 
for the duration of the terms of credit (or 
until pay day). While the legal rights 
change upon delivery or performance, ac- 
tually the contracts are not completed un- 
til payment is received. The seller collects 
and the buyer invests not upon delivery or 
performance but upon payment. As in the 
case of depreciation, the results of double- 
entry bookkeeping are distorted when 
only the debit balances are counted and 
the offsetting credit balances are ignored. 

The assets for which the buyer has not 
yet paid are matched by the accounts re- 
ceivable of the seller, which are part of 
the seller’s invested capital. Unless the 
buyer deducts his payables from his as- 
sets the same capital will be counted twice, 
i.e., by both buyer and seller. Also, the 
buyer’s total assets will show false in- 
creases and decreases. They will increase 
when the nonmonetary asset comes in be- 
fore the price is paid and this increase will 
be offset by a decrease when the cash is 
disbursed in payment. 

The seller should earn a return on the 
capital invested in his accounts receiv- 
able. As this return will come out of his 
selling price, it will become part of the 
buyer’s cost. Upon delivery or perform- 
ance (to some extent upon the earlier 
agreement) the buyer is obligated to in- 
vest but he does not in fact make any in- 
vestment prior to his payment. The price 
he then pays covers his use of the seller's 
capital during the duration of the credit. 


e a e e e . e e e e 


If the buyer passes all his cost on to his 
customer, full charge will have been made 
for such credit. The return is covered in 
the seller’s profit and the buyer’s cost and 
should not be duplicated in the buyer’s 
profit. 

Business payables should, therefore, be 
deducted from the total assets of the com- 
pany. Usually they should be deducted 
either from the assets not yet paid for 
(when terms of payment vary by products 
or when they are arranged by inventory 
management) or from cash and other 
quick assets. 


FUNDS COLLECTED FOR OTHERS 


When the company acts as an agent in 
collecting money from employes, custom- 
ers and others, the amounts not yet paid 
over to the principals should either be 
excluded from the company’s assets or, if 
included, they should be offset by the 
debt. Taxes collected at the source and 
taxes levied on pay rolls, production, sales 
and net income come more or less in this 
category. In fact, most taxes have a prior 
lien. 

If the taxes collected were of the na- 
ture of investment in the company’s busi- 
ness by the people in general they would 
be investments without expectation of 
compensation other than the taxes them- 
selves. The company would hardly be en- 
titled to charge higher prices to the peo- 
ple in general for the use of capital which 
such people had themselves furnished 
without charge. 

Actually, neither the people who sup- 
ply the tax money nor the Government to 
which the taxes are payable has any in- 
tention of making an investment in the 
business as such. The payments are made 
either separately as taxes or as an undi- 
vided part of the price of the product. 
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The company is allowed time merely to 
soften slightly the hardship imposed upon 
it. The funds are not intended to be ex- 

osed to the general risks of the business 
oe are either trust funds or near relatives 
thereof. The largest item is likely to be 
the tax on income, which ought to be 
saved in liquid form out of the income 
against which the Government has as- 
serted its prior claim. 

The tax debt can be offset first against 
any assets which have been segregated for 
its payment and then against cash and 
other assets in the order of their liquidity. 

If the company’s liquid assets not ac- 
tively employed in the conduct of the 
business are not adequate to cover the 
debt as suggested, that would not change 
the fact that no return need be earned on 
capital belonging to others. It might, how- 
ever, be interpreted to mean that in the 
long run the company’s own capital would 
have to average relatively higher. If so, 
the standard capital, on which the com- 
pany should strive to earn a return, might 
be established at a figure higher than the 
current actual capital. 


METHODS OF ALLOCATING CAPITAL 

After deducting depreciation, etc., and 
business and tax debt from the gross as- 
sets, the remainder will usually be the 
sum of the shareholders’ capital and the 
interest-bearing borrowed capital. 

There are two schools of thought in re- 
gard to the allocation of this capital to 
different parts of the business, such as or- 
ganization units, products, functions and 
methods. One would put all the assets 
and the offsetting liabilities and capital 
into one pot and compute the required re- 
turn and then allocate this in ratio with 
the total assets. The other would divide 
the assets into strata and match these 
strata against the classes of obligations. 
The most liquid assets would be matched 
against the short-term loans while the 


facilities and least liquid assets would be 
matched against the equity of the com- 
mon stock. Intermediate asset strata might 
be matched against bonds and preferred 
stock. The standard for profit would then 
be computed at different rates for each 
stratum and allocated separately to the 
several parts of the business. 

Probably neither of these methods is 
exactly right. Some differentiation may be 
warranted but in the existing set-up the 
low rates on one stratum probably were 
made possible by the security offered by 
the others and the high rates at the other 
end probably were caused partly by the 
leverage of the fixed obligations. 

If the different strata were, in fact, fi- 
nanced separately it might be possible to 
finance accounts receivable, for example, 
at a cheaper rate than highly specialized 
machinery while intermediate assets might 
be subject to intermediate rates. It might 
be possible to estimate such separate costs. 
Presumably they would add up to more 
than the existing collective cost. 

It would be interesting to contrast two 
companies alike in every respect except 
that the capital is divided between net 
current assets and facilities, 34-14 in one 
case and 14-34 in the other. Could the 
first company be financed more cheaply ? 
Possibly, but so many other factors would 
influence the cost of financing that the 
difference might not be dependable. 


FACTORS INFLUENCING ALLOCATION 

Where all the parts of the business have 
a similar assortment of assets there might 
be little difference in the final result be- 
tween the two methods of allocation. 
When, however, current assets with seas- 
onal peaks predominate in one and facili- 
ties are the principal factor in the other 
the choice of method might be more im- 
portant. 

If it is a fact that some of the assets 
could be financed more cheaply if they 


EXAMINATION FOR SYSTEMS 
ACCOUNTANT ANNOUNCED 
The Department of Defense has announced that it is seek- 
ing additional qualified systems accountants for positions in 
Washington, D. C., and vicinity at salaries ranging from 


$7,040 to $10,800 a year. 


W. J. McNeil, assistant secretary (comptroller), Depart- 
ment of Defense, has stated with reference to this project: 
“We look upon this recruiting effort as a major step toward 
the implementation of improvements in the accounting sys- 
tems in the many and varied types of activities within the 


Department of Defense.” 


Information concerning the positions may be obtained 
from the Board of U. S. Civil Service Examiners, Depart- 
ment of Defense, The Pentagon, Washington 25, D. C. 
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were separate without recourse to the 
others, then they should not be charged 
more than their separate cost and the as. 
sets which gained cheaper costs by the 
combination should pay the remainder of 
the aggregate cost. On this basis some 
cheaper rate might be justified for the 
current assets, especially for the peaks 
that are liquidated seasonally, than for 
the longer-term investments. 

A compromise might be made by count. 
ing as capital only the loans which appear 
on the balance sheets at the low-loan an. 
niversaries and to charge as expense 
against the seasonal peaks the interest ac. 
tually paid on the shorter-term loans which 
do not appear on such annual balance 
sheets. 

With capital as with operating costs a 
considerable proportion may apply jointly 
to more than one part of the business. In 
each case it might seem desirable for 
each part to contribute what an unbiased 
judge might consider a fair share. In 
many cases, however, it may be better to 
accept less than such fair share instead of 
no contribution at all. Yet too many parts 
that contribute less than the average or 
too few that contribute more could lead 
to financial troubles. The more independ- 
ent the product or organization or the 
longer either is carried the more nearly it 
should stand on its own feet. 


SHARES VS. BONDS 

In comparing the relative cost of rais- 
ing capital by the sale of shares or of 
bonds there has been a tendency to com- 
pare the cost of dividends with that of 
net interest alone instead of with the en- 
tire cost of servicing and amortizing the 
bonds. Yet when shares are sold the capi- 
tal is obtained permanently and the only 
money to be paid out is for cash dividends. 
On the other hand, when bonds are sold 
cash must usually be paid not only for the 
net interest after taxes but also for the 
amortization of the principal. 

No loss is incurred when a debt is paid 
but a potential loss accrues when capital 
is raised in exchange for a promise to pay 
instead of in exchange for shares which 
carry no such promise. A company which 
counts bonds as part of its capital suffers 
a mandatory partial liquidation when the 
principal of the bonds is repaid. 


SUBORDINATION OF BALANCE SHEET 
During the first quarter of this century 
the balance sheet was the important f- 
nancial statement, usually the only state- 
ment published. It was supposed to show 
the real value of the business at which it 
might be expected to change hands be 
tween willing sellers and buyers. The gain 
in value between balance sheet dates plus 
any distribution therefrom constituted 
the profit for the intervening period. From 
time to time appraisals were made to help 
the balance sheet perform its function. 


(Continued on page 90) 
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Tax returns are urgent business now in most 
Offices... 

Between now and March 15, an Ozalid 
machine can save the hundreds of hours of 
work and overtime usually spent in transcribing 
and typing copies of returns and supporting 
schedules, in proofreading and checking figures. 

With an Ozalid machine, you can have all the 
copies you want in minutes — and at the lowest 
cost of any direct copying process! Less than 2¢ 
per copy per sheet. 

Ozalid reproduction is chemical, and instant. 
You don’t need stencils, negatives, developing 
tanks and dryers. Just put the original copy on 
translucent paper over Ozalid process stock, 
feed into an Ozalid machine. And you have a 
dry, clear, accurate copy in less than a minute. 

Ozalid copies of tax returns are accepted by 
the Internal Revenue Service and most State Tax 
Departments. The originals stay in your files, 
always available for copying. Translucent tax 
forms are readily available. 

And an Ozalid machine will save the year 
round in making extra copies. For cumulative 
and comparative reports, add new entries on the 
translucent original—and make as many current 
copies as you need. 

Ozalid soon pays for itself in convenience, 
greater efficiency, time and work saved. Ask the 


‘nearest Ozalid distributor (see phone book) for 


a demonstration. Or write 207 Ozaway, Johnson 
City, N. Y. 


OZALID — A Division of General Aniline & Film 
Corporation...From Research to Reality ...In Canada, 
Hughes Owens Company, Ltd., Montreal. 


OZAMATIC (left) is a table model, 
moderately priced, handles materials 
up to 16 inches wide, any length, 
makes up to 1000 copies an hour. 


In the next six weeks 


just think 
how much 
you'll save 
with 
OZALID 








BAMBINO (below) is the 
smallest, fastest, low-priced 
office copying machine; will 

make 200 copies an hour, of 
materials up to nine inches 

in width, for less than 

two cents a copy. 
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J.H. Landman 


| em CALENDAR YEAR 1954 has yielded 
another bumper crop of significant 
court decisions and Treasury rulings in 
the field of federal taxation. They ought 
to prove valuable in interpreting the fed- 
eral tax laws in the matter of taxpayers’ 
‘defenses against alleged tax deficiencies 
or of taxpayers’ claims for tax refunds. 
No attempt has been made to digest the 
new 1954 Internal Revenue Code. How- 
ever, where a court decision has been 
overruled by the new 1954 Code, if the 
issue is of sufficient importance, the old 
and the new law as to the point are con- 
trasted. 


TAXABLE INCOME 

Employer's funds appropriated by an 
employe! or agent? are taxable income 
to the criminals, and are not deductible by 
the employer.* 

Reimbursement of employe’s family 
moving expenses, exclusive of food and 
lodging, is not taxable income, and is de- 
ductible by the employer.* 

Salesman is a sole proprietor even 
though he solicits orders for one company 
provided he does so as an independent 
operator.® 

Affiliated corporations that had filed 
consolidated returns may file separate re- 
turns for first years under the Internal 
Revenue Code of 1954.® 

Gifts of unrealized appreciation in the 
value of farm products do not yield tax- 
able income, despite Treasury practice to 
the contrary.* 


Tax Highlights of 1954 


Lump-sum alimony arrearages remain 
periodic in nature and therefore taxable to 
the wife and deductible by the husband, 
if the payments would have been so if 
paid when due.§ 

Proceeds of sale of note with defaulted 
interest by cash basis noteholder are taxed 
as ordinary income.® 

Devalued foreign currency as considera- 
tion results in taxable income in a pur- 
chase contract, and the basis of the mer- 
chandise remains at original price.1° 

Resale of treasury stock by a corpora- 
tion to its president as an incentive yields 
tax-free income to the corporation. Simi- 
larly, the sale of treasury stock is tax free 
under Section 1032 of the 1954 Code.” 

Municipal bonds to finance industrial 
construction yield tax-exempt interest.1? 

Reasonableness of executive salary 
based on unimpeached testimony of wit- 
nesses was upheld by the courts.1% 

Punitive damages may not!* and then 
again may be taxable!’ depending upon 
the jurisdiction of the United States Cir- 
cuit Court. The United States Supreme 
Court is now engaged in finally deter- 
mining this conflict. 

Insiders’ profits paid to a corporation 
because of a breach of fiduciary relation- 
ship to its stockholders are taxable to it.1® 

Prize of first class steamship tickets is 
taxable as income only at its economic 
value to the recipient.!* 

Gift received at a testimonial dinner is 
not taxable income even though it was 
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inspired by gratitude for past faithful 
service.18 

Completed-contract taxpayers report 
taxable income when the contracts are 
“substantially completed,” which is al- 
ways a question of fact.19 

Deceased employe’s compensation con- 
tinued for five months in recognition of 
employe’s long service is not taxable in- 
come to his widow.?° 

Amounts withheld from rent as \and- 
lord’s contribution to improvements are 
taxable to landlord.21 The landlord can 
avoid such income by reducing the rent 
by the amount of his contribution. The 
improvements made by the tenant are not 
income to landlord when made”? nor when 
lease is terminated. Lessee’s payments on 
landlord’s mortgage constitute income 
to latter though personal liability is ab- 
sent.*3 

Solicited interstate sales are free from 
local gross receipts taxes. Refund claims 
in this regard are therefore in order.*4 

Sale of foreclosed real property by a 
bank yields a full deduction” or a fully 
taxable profit, depending upon the finan- 
cial success of the transaction. 

Income from a disputed war contract 
is not accruable in the year of its termina- 
tion but in the year when the controversy 
as to the exact sum is settled.?6 

Back pay can be applied to earlier years 
when earned to effect tax economy with- 
out the commencement of court proceed- 
ings provided that there was a bona fide 
controversy.?7 

Restrictive sale agreement with respect 
to a partnership interest fixes estate tax 
valuation.28 However, it would be well 
advised in family transactions of this kind 
to be certain to deal at arm’s length in 
the matter of fixing valuations.2® Valua- 
tion of partner's interest is not governed 
altogether by the precise price fixed in 
the partnership agreement.*° 

Employe qualified trust investments in 
ordinary life insurance contracts are propet 
if the premiums constitute less than one- 
half of the respective allocable employe 
contributions, and if the entire value of 
each life insurance policy is convertible 
to provide periodic income before the re- 
tirement of each employe.*! 
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CORPORATE REORGANIZATIONS 

Corporate spin-offs are nontaxable 
where a manufacturer organized separate 
corporations to handle its two lines of 
0 a in order to insulate one from the 
liabilities of the other. 

Basis of corporate assets is the cost of 
stock, even though there is a tax-free 
liquidation.3% This is so even when a con- 
solidated return is filed.34 Section 334 of 
the 1954 Code preserves this tax provi- 
sion. 

Corporate dissolution for federal tax 
purposes is not vitiated because the cor- 
porate charter was retained.*° 

Redemption of balance of stock after 
sale of part yields capital gain and not a 
dividend 2° 

Full value of dividends in kind is te- 
portable by taxpayers though corporate 
earnings are insufficient.3* Such dividends 
under Section 312(b) of the 1954 Code 
are taxable at their fair market value and 
to that extent reduce corporate earnings. 
Should they be appreciated inventory, 
they yield corporate earnings as well. 

Partial cancellation of stock yields capi- 
tal rather than ordinary income where the 
corporation contracted its operations for 
valid business reasons and not to dis- 
tribute profits as dividends.%8 

Dividends paid in property worth less 
than cost effect a loss for the corporation 
if a dividend was intended.°® The safer 
way is to sell the property and pay the div- 
idend in cash. 

Sale of stock rights by a corporation 
yields a dividend subject to a dividend 
received credit. This decision is at vari- 
ance with Palmer 302 U.S. 63 which holds 
that the stock rights would yield a divi- 
dend only upon exercise.*° 

Loss on liquidation of a wholly owned 
subsidiary usually effects a full deduction 
but, in the absence of a business purpose, 
only a capital loss.44 

Payment of predecessor's debt for good- 
will agg is a capital contribution,*? 
but for the promotion or protection of 
one’s business, it is a deduction.4? 

Bulk sales of furs by retailer's execu- 
tors yield capital gain.44 

Condemnation award to mortgagee on 
nonassumed mortgages is taxable as gain 
to the owner of the property.4® 

Amount received by holdover lessee for 
surrender of possession yields capital 
gain.46 

Release of restrictive covenant by tenant 
to landlord yields capital gain.47 

Sale and leaseback arrangement with a 
family trust is considered valid when the 
terms are reasonable.#8 

Sale of an interest in an oil lease at a 
profit yields capital gain.*9 

Profit on resale of stock warrants ac- 
quired as compensation is a capital gain.5° 

Assessment on bank stock is a capital 
and not an ordinary loss.51 

Settlement of lawsuit to rescind stock 
sale yields capital gain.5? 





MANUFACTURING PLANS AND COMMUNITY GROWTH 

A study made by the U. S. Chamber of Commerce of the 
effect of industrialization on nine counties in different states 
over a ten-year period brought out these findings: 

An increase of 150 factory jobs created 74 jobs in other 
lines of work; 112 more households were established; 296 
persons were added to the population; 107 new car registra- 
tions were reported;.70 new telephones were installed; four 
new retail firms were set up; retail sales increased $360,000 
a year; personal income increased $590,000; bank deposits 


rose by $270,000. 


Promissory note including accrued non- 
allocated interest constitutes a capital as- 
set, and its disposition yields capital gain 
or loss.58 

Payments for equipment under a lease- 
option contract are part of purchase price 
and are not deductible rent.54 

Loss on sale of an asset to a son-in-law 
though the latter took possession with his 
wife is deductible.®* 

Sale of a partnership interest yields 
capital gain even though it includes a 
distributive share of profits.5¢ 

Death of one partner will not of itself 
terminate a partnership for federal tax 
purposes unless the surviving partner 
pursuant to a partnership agreement pur- 
chases decedent’s interest from the estate 
for an amount fixed or determinable as of 
the date of decedent’s death.57 

Single distribution on termination of a 
profit-sharing plan is taxed at capital gain 
rates on account of employes’ separation 
from service even though these employes 
were thereafter employed by a successor 
corporation.®8 


DEDUCTIONS 

Trade-union required assessments for 
an old age pension fund are deductible as 
business expenses.>9 

Charitable contribution by check is de- 
ductible on delivery, provided it bears no 
restrictions as to time of and manner of 
payment, and the check is ultimately hon- 
ored,®° 

Percentage depletion of a natural re- 
Source permits a taxpayer to recoup more 
than cost, and the tax value of the prop- 
erty never becomes less than zero.®1 

Litigation expenses in connection with 
the defense and counterclaim in a suit to 
declare a patent invalid are deductible as 
a business expense because in essence the 
action is not to defend the title to the 
patent but to prevent and recover damages 
to taxpayer’s business and to conserve the 
income thereof.6? Legal expenses defrayed 
by a corporation incurred by an officer- 
employe in a successful defense of crimi- 


nal corruption charges are deductible 
where the alleged criminal act was in line 
of duty, hurt corporate credit, and was 
indemnifiable by the corporation.® 

Lawyer's contributions to civic better- 
ment are disallowed deductions when the 
recipients are not — organizations 
or when the contributions are not busi- 
ness-connected.® 

Deduction in year of repayment is per- 
mitted even though the original receipt 
was made under claim of right in-an 
earlier year. Repayment of funds which 
could be compelled by law negatives the 
original taxability of those funds when 
the repayments and payments occur in the 
same year.®* Under Section 1341 of the 
1954 Code where more than $3000 is in- 
volved, the tax in the later year is reduced 
by the higher of the amount attributable 
to giving effect to the deduction in the 
later year, or by excluding the income 
from the earlier year. 

Cost of catalogs with useful life in ex- 
cess of one year may be deductible® cur- 
rently. 

Traveling expenses are deductible if on 
temporary employment, or if at domicile 
when place of employment constitutes tax 
home, or if employment is of indefinite 
duration.®§ 

Contributions to a feeder corporation 
for the benefit of a tax-exempt educa- 
tional institution are deductible.® 

Stockholder’s bad loan to a corporation 
may be a full deduction instead of a capi- 
tal loss if he is in the business of lending 
money.”° To assure the full loss, it is safer 
to guarantee a corporate bank loan. 

Medical expense deductions do not in- 
clude property improvements even though 
they were made for reasons of health and 
on advice of a physician.7! The expense 
of a trip to Florida may qualify as a medi- 
cal deduction.7? 

Living expenses of neither working 
husband nor employed wife are deductible 
because they are personal in nature, where 
his location was his principal place of 
employment for an indefinite time and the 

(Continued on page 87) 
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A Modern Simplified Pay Roll Procedure 


Gordon G. Fogg 


E CAN SAFELY SAY that all fields of 
a kaece have seen many changes 
over the past few years and although de- 
void of popular glamour, we have also 
seen many changes in the business office. 
The first adding machine was invented 
about 1885 and from the simple forms of 
adding machines came the Sena 
machines and calculators. The invention 
of.the punch card has made it possible to 
develop premnageas far beyond the imagi- 
nation of those living at the beginning of 
the century, and now we can look forward 
in the very near future to the Electronic 
Age. 

We who have been handling pay rolls 
have also seen many changes. Before 1937 
in our company we only had to worry 
about four deductions from salary. Then 
came the time when federal, state and city 
governments considered employers as a 
good medium for tax collection. 

In 1937 we began our first tax deduc- 
tions under the Social Security Law. This 
law created a great deal of work especially 
for employers who had business establish- 
ments in more than one state because the 
Social Security Act not only included old 
age benefits but also the federal and state 
unemployment taxes. 

In 1943 we had to make our first deduc- 
tion for income tax. This tax of 5% was 





known as the Victory Tax. From the Vic- 
tory Tax we went into the Federal With- 
holding Tax. 

From that time on withholding tax 
laws have continued to be passed by fed- 
eral, state, and city governments. In ad- 
dition to federal and state taxes we now 
withhold for 13 cities plus a school tax 
in Scranton, Pennsylvania. 

The newest problem that is developing 
in the withholding tax field is the dis- 
ability laws which have already been 
passed by California, New York, and New 
Jersey. In this particular category we are 
self-insured; however, we still have to 
make deductions in the form of premiums. 

In our company we use Addressograph 
equipment to list employes’ names on 
checks and check registers and Burroughs 
Sensimatic machines to complete the sal- 
ary checks, post earnings records and pre- 
pare statements. We also use keysort 
checks to facilitate bank reconciliations. 

One of the outstanding simplifications 
we have made is the use of one deduction 
per check for all fixed deductions. This 
enables us to write checks faster and makes 
it possible to balance all deductions at 
one time. A second simplification is the 
Burroughs Sensimatic machine which we 
use. The operation of this machine is so 
simple that in an emergency, such as an 
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Company and The Charter Oak Fire Insurance Company. 
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unusual turnover in clerical personnel, we 
could take six employes who had never 
seen the machine before and have them 
writing checks within 20 or 30 minutes, 
This machine is not only simple but it is 
very flexible because of the use that the 
Burroughs Corporation has made of the 
control panel. Each panel has the capacity 
for four jobs which may be selected by a 
dial on the machine. 

In our company, we have a three-way 
control on salaries. The Personnel De- 
partment authorizes the payment and the 
rates of salary, the Pay Roll Division of 
the Comptroller’s Department makes all 
payments, and the Audit Department au- 
dits the pay roll by use of predetermined 
controls. 

We have two media for the changes re- 
ceived from the Personnel Department. 
Practically all changes, including employ- 
ments, deductions for loss time, title 
changes, transfers, separations, etc., are 
submitted to the Pay Roll Division on 
change slips. However, when there is a 
large number of similar changes such as 
increases, they are submitted to the Pay 
Roll Division in the form of lists. The 
Audit Department receives a carbon copy 
of all changes. 

To illustrate the procedure let us use 
the case of a new employe. When the 
change slip, accompanied by the W-4 
Form, is received in the Pay Roll Division 
it is sent to the Addressograph Unit where 
a plate is established. This plate is em- 
bossed to show the marital status, sex, 
date of birth, date of employment, So- 
cial Security number, name, and address 
of the employe. The frame that holds the 
plate is know as a Pivo Frame and a tab 
on the left hand side is used to select of 
reject plates when printing. 

After the plate is established, the neces- 
sary pay roll forms are printed. These 
forms include the salary card from which 
the pay roll is written, the record card, 
which is used to accumulate salary and 
tax figures for reporting purposes, and an 
index card, which is used for reference 
purposes. These forms are then sent to 
the Pay Roll Unit. 
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It is the responsibility of the pay roll 
control clerks to proofread the informa- 
tion imprinted on the cards for their re- 
spective pay rolls to prove that the plate 
has been prepared correctly from the in- 
formation on the change slip. 

Additional information such as annual 
or weekly salary and overtime rates are 
then posted on the salary card. The num- 
ber of withholding tax exemptions is 
also entered on the card in accordance 
with the W-4 Form submitted with the 
change slip. From these figures the amount 
of salary due is determined for the respec- 
tive biweekly, semimonthly, and weekly 
ay rolls. Withholding taxes are estab- 
lished by use of charts. 

In the meantime, the deduction clerks 
have established what is known as the 
Master Deduction Card for all fixed de- 
ductions. All deductions from salary are 
authorized by the individual. At the pres- 
ent time we have 12 possible deductions 
that we make in addition to taxes. The 
card has a column for each type of deduc- 
tion and a total at the right hand side. 
The total of the fixed deductions is trans- 
ferred to the salary card in the proper 
block. An Employe’s Record of Deduc- 
tions is prepared from the Master Deduc- 
tion Card and inserted with the first salary 
check of the employe. The employe does 
not receive another Employe’s Record of 
Deductions until he has authorized a 


change. 
At this point the basic records are es- 
tablished for pay roll writing but two 


other problems must be met before the 
checks can be written—overtime and mis- 
cellaneous changes. 

When overtime is worked by employes 
throughout the company each supervisor 
prepares an Overtime Report listing the 
names of the individuals who are work- 
ing overtime, showing in the daily blocks 
the number of hours worked. At the end 
of the pay period the supervisor reviews 
the annual Record of Time Worked cards 
maintained by each employe subject to the 
Federal Wage and Hour Law. He then 
compares the overtime hours on his report 
with that shown on the individual's rec- 
ord. If they agree, he initials the employe’s 
time card and the employe initials the 
Overtime Report. The individual’s card 
is returned to him and the Overtime Re- 
ports are sent to the Pay Roll Division. 
For ease of handling, Overtime Computa- 
tion slips are prepared from the Overtime 
Reports. The pay roll clerks compute the 
amount of overtime and attach the slip 
to the salary card. 

Other changes are reported to the Pay 
Roll Division on change slips. For exam- 
ple, personal time not paid for, or salary 
deductions for illness when the employe 
has used up his sick time. The amount of 
salary due and the taxes to be withheld are 
determined and posted on the change slip. 
This slip is then attached to the salary 
card. 











“Say, pal, could you spare me 
a dame for a cup of coffee?” 


e e e e e e . e e os 


Before proceeding, I should explain 
briefly the difference between the Unit 
and Dual plans of pay roll. 

With the Unit Plan, the check, record 
card and pay roll register are prepared in 
one writing. The principle advantage of 
this plan is that complete records are pro- 
duced in one handling of the media. On 
the other hand, a major disadvantage is 
that check writing is slowed down con- 
siderably because of the handling of an 
employe record card and the forwarding 
of to-date balances. 

With the Dual Plan, checks and pay 
roll registers are written in one operation 
and the record cards are written as a sepa- 
rate operation. The principle advantage 
of this plan is that check writing is done 
at high speed unencumbered by records 
not required in the actual pay-off. Be- 
cause checks can be written at a higher 
speed, we can move the writing time closer 
to pay day making it possible to keep 
changes more current. The main disad- 
vantage of this plan is that it may require 
slightly more time over all than the Unit 
Plan. However, it must be remembered 
that with the Dual Plan less equipment 
investment is required because the pay roll 
peak is leveled off. This is also known as 
the Peak Leveling Plan. The selection of 
which plan to use depends on your own 
application and personal choice. 

The media for writing the pay roll have 
been completed and we are ready to be- 
gin the actual drawing of the checks. 

The Addressograph Unit, according to 
schedule, prepares the salary checks and 
pay roll registers by placing the name on 
the receipt, the check, and the pay roll 





register. The salary checks are signed dur- 
ing this operation through use of a signa- 
ture plate in the Addressograph machine. 

The checks and registers are then sent 
to the Sensimatic machine operators. The 
operator places the register in the machine 
platen. As she inserts the check she visu- 
ally compares the name on the check, sal- 
ary card and the pay roll register to de- 
termine that all records are for the same 
employe. She then proceeds to write the 
checks using the three possible sources of 
information—the salary card if there have 
been no changes, the overtime computa- 
tion slip, or the change slip if there have 
been changes during the pay period. These 
girls are writing checks at an average of 
175 per hour. 

The pay roll register is written in du- 
plicate. The original is retained in the Pay 
Roll Division and the carbon copy is sent 
to the Audit Department for auditing and 
bank reconciliation. 

As soon as the Audit Department ad- 
vises that the pay roll is in balance, indi- 
vidual record cards are posted. At the 
present time we are carrying three totals 
to date—gross salaries, combined tax, and 
city or state taxes. The pay roll register is 
again placed around the platen of the 
Sensimatic machine and the operator, 
making a visual comparison, checks the 
name on the record card with the name 
on the register. She then picks up the pre- 
vious totals to date of earnings, combined 
tax, city or state taxes, and the proof to- 
tals from the record card. If all these bal- 
ances have been picked up correctly, the 
machine will automatically print two 
zeros. If the balances have been picked 
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up incorrectly, the machine will automati- 
cally print the amount of the error. At this 
point, nothing has printed on the record 
card. To clear out the error the operator 
merely touches one motor bar which auto- 
matically clears all the balances that were 
picked up and starts over. We make no 
attempt to correct the wrong balance, as 
this may create an error on top of an 
error. When the machine has printed the 
two zeros, the operator continues with the 
posting of the record card and the machine 
automatically produces four new balances 
to date. ; 

At the end of each pay roll register we 
obtain a page total. In addition, we ob- 
tain a departmental total at the end of 
several pay roll registers. The page totals 
of gross earnings, combined tax, and city 
or state tax, must agree with the same to- 
tals obtained at the time of pay roll writ- 
ing. These page totals localize an error 
to the immediate pay roll register. Any 
error in totals is checked out in a matter 
of only a few minutes. 

One other major problem in pay roll 
work is the preparation of vacation ad- 
vances. Our vacation plan varies from one 
to four weeks and the company makes it 
possible for salary advances if desired. 
Formerly, regular checks were written and 
the necessary book entries made but this 
procedure was burdensome and tended to 
distort the comparison of pay rolls from 
one year to another. 

Now a check is drawn for the net 
amount of the advance and it is charged 
to an account called ‘‘Prepaid Salaries Ac- 
count.” On the next regular pay roll or 
pay rolls—depending on the length of the 
vacation—the regular salary check is 





drawn making a deduction for any ad- 
vance made for the period. When the 
regular pay roll is written the total amount 
iasasl because of vacation advances 
should equal the total of the advance 
checks drawn and issued to employes re- 
questing advances. This completes a pay 
roll cycle. 

Our next problem is the development 
of reports for the general books and con- 
trols for reporting at the end of the quar- 
ter and the end of the year. 


REPORTS FOR GENERAL 
BOOKS AND CONTROLS 

Vouchers are prepared and sent to the 
General Accounting Division placing all 
pay roll charges on the general books of 
the company. Controls for salary and 
taxes are maintained by department and 
branch for the preparation of government 
reports. 


941a Form 

The Addressograph Unit, according 
to schedule, places the names and Social 
Security numbers for all employes on the 
941a Forms. These forms are then sent 
to the Sensimatic machine operator who, 
by rotating the panel, automatically sets 
up the machine to prepare this operation. 
The 941a Form is prepared so that the 
federal copy is the original, the first copy 
is used for the State Unemployment, and 
the second copy is for file. The 941a Form 
is inserted in the Sensimatic machine and 
the operator sets up two memory figures— 
$3,000 and $3,600—in the machine be- 
fore she starts posting. These memory 
units are not fixed; therefore, as the vari- 
ous laws change we simply set up different 


























“She's got everything! Beauty, brains, 
figure and she’s in charge of petty cash” 
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figures. As the operator proceeds, she 
takes the record card for each employe 
from which she picks up the earnings 
total to date at the end of six months (as. 
suming that we are doing the second quar. 
ter) and the earnings total to date at the 
end of three months. The machine will 
automatically compute the taxable salary 
up to $3,600 and $3,000 respectively and 
print both the Unemployment and F.1L.C. 
taxable wage on the 941a Form. This op. 
eration is extremely fast and automatic 
making it possible for a clerk to perform 
this operation at approximately 200 per 
hour. 

At the end of each department we take 
totals which give us the federal taxable, 
nontaxable, and gross for the quarter 
and state taxable and nontaxable. The 
gross total for the quarter is then com. 
pared with our control, and if they agree, 
the department or branch is correct. tf 
not, any necessary adjustments are made. 

As we approach the end of the year the 
Addressograph Unit prepares our W-2 
Forms by placing the name and address 
of each employe on a separate form. These 
forms are sent to the Sensimatic machines 
and the operator rotates the machine panel 
once again and proceeds to develop the 
figures on the W-2 Forms. The operator 
first places in the memory unit of the 
machine the amount of $72 representing 
the maximum F.I.C. Tax. The operator 
enters two figures from the record cards— 
the gross salary for the year and the total 
amount of combined tax. The machine de- 
termines from these two figures whether or 
not the gross for the year is over or under 
$3,600. If the amount is under, the ma- 
chine automatically computes 2% of the 
gross salary and subtracts it from the com- 
bined tax. All the necessary figures are 
then printed on the W-2 Form. If the 
amount of gross salary is over $3,600, the 
machine will automatically subtract $72 
from the combined tax and print the 
W-2 Form. 

In addition to the above, the machines 
are flexible enough to be used for other 
records. For example, through the use of 
one panel can be developed the sub- 
ledger cards for the purchase of savings 
bonds. We also have plans to make salary 
distributions on the 19 various machine 
registers that we can use, and we are often 
called upon by the Expense Allocation 
Committee to develop figures which could 
be produced very easily on the Sensimatic 
machine. 

Pay rolls can never produce revenues 
for our companies but whether we like 
it or not pay rolls are here to stay. As long 
as we remain in business we must have 
employes and we must pay them fairly 
through an accurate comprehensive sys- 
tem, one which is as efficient and as e€c0- 
nomical as we can devise. I need not tell 
you we must keep efficiency up and cost 
down—this has been the target of our 
planning. 
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The A-B-C’s of Oil 


Harold Harlan Hammer 


S$ LONG AS high corporate taxes for or- 
A dinary income apply and capital 
gains are subject to a maximum levy of 
25%, there is no mystery about the in- 
creasing interest on the part of taxpayers 
who are willing to dispose of their hold- 
ings if they can so shape the transaction 
as to benefit from the capital gains pro- 
visions in the federal tax laws. More 
often than not, however, the purchaser 
is faced with the usual problem of fi- 
nancing the acquisition with only a 
small amount of cash. These factors have 
led to various techniques of financing 
the acquisition out of the proceeds from 
the operation of the property itself, 
with resultant varying degrees of suc- 
cess, and the inevitable litigation insti- 
tuted by the taxgatherer. 

Since it is the purpose of this article 
to discuss some of the uses of oil pay- 
ments in such financing, a few general 
definitions would seem to be in order. 
An oil payment, in effect, may be appro- 
priately described as an overriding roy- 
alty, limited in extent or in time, or 
both. Moreover, it is an “economic in- 
terest,” created by grant or by excep- 
tion or reservation, entitling its owner 
to a stated number of barrels or a speci- 
fied total amount of money payable only 
out of a stipulated percentage of the oil 
(or the proceeds of the sale thereof), if. 
as and when produced. The owner of an 
oil payment, as the owner of an eco- 
nomic interest, is entitled to benefit from 
the federal income tax allowance for de- 
pletion thereon. Since the owner of an 
oil payment can look only to the stated 
percentage of the oil for the money 
called for by such oil payment, and since 
the creator of the oil payment may not 
in any guise insure or secure the pay- 
ment of such money from any other 
source (and still receive favorable tax 
treatment as hereinafter indicated), the 
oil payment does not constitute a debt 
of the creator. 


TAX TREATMENTS 

Oil payments can be used in financ- 
ing, but the tax treatment of the pro- 
ceeds of the various types of assignments 


Payments 


and “‘carved-out” oil payments is still 
unsettled and each of the types contains 
inherent pitfalls which cautious partici- 
pants will try to avoid. 

When leases are transferred in return 
for cash plus an oil payment, the trans- 
action is in part a sale for cash and in 
part a reservation of an economic in- 
terest. The seller is treated as never hav- 
ing sold that portion of the oil necessary 
to satisfy the oil payment. After first 
recovering the tax basis of any depreci- 
able equipment out of the cash received, 
the seller's remaining basis is allocated be- 
tween the interest sold and the interest 
retained in proportion to their respective 
fair market values. 

The reservation of an oil payment 
does not prevent the treatment, as a cap- 
ital transaction, of any gain realized 
from the sale of the interest for cash. 
Also, the Treasury Department has 
ruled, in general, that the sale of an oil 
payment right, if such right constitutes 
the entire depletable interest of the 
seller, results in capital gain treatment. 


“A-B-C” TRANSACTION 

The combination of these factors has 
made popular the so-called ‘“A-B-C” 
transaction, such letters being generally 
used by way of explanation by banks, at- 
torneys, and insurance companies. “A”, 
the owner of a leasehold interest, may 


sell his working interest rights to “C”, 
retaining an oil payment, and then sell 
the retained oil payment to “B”. The en- 
tire sales price of both interests in toto 
is treated as the proceeds from the sale 
of capital assets since, immediately after 
the time that A sold his oil payment, he 
had no other depletable economic in- 
terest in the property. B, the holder of 
the oil payment, is at liberty to borrow 
against it. The difference between (a) 
the interest income to B on the oil pay- 
ment and (b) the interest expense pay- 
able by B to the lender represents B’s 
gain on the transaction. C, thus, may 
acquire the equity for a relatively small 
cash outlay, and when the oil payment 
loan has been liquidated out of proceeds 
from production of the property itself, 
his reversionary interest has become 
whole and he has acquired all the in- 
terest originally held by A. As the share 
of the oil reserved under the oil payment 
never becomes the property of the owner 
of the working interest (C), the pro- 
ceeds from the sale of the oil applied to 
the oil payment are never includable in 
the gross income of C. In other words, C 
is not chargeable with constructive re- 
ceipt of oil-runs used to liquidate the oil 
payment to B. 

There are many variations of the 
A-B-C type transaction. For example, 
the purchase by B and C from A could 
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be made in a simultaneous transaction 
whereby it was agreed that the sale of 
the oil payment would not precede or 
follow the sale of the operating rights 
but would become effective at the exact 
moment that both contracts became ex- 
ecuted. Often, the seller insists that his 
entire interest be purchased for cash. 
Thus B may purchase A’s entire interest 
and then assign the operating rights to 
C (or vice versa), B retaining the oil 
payment. Also, an intermediary (which 
could be a corporation formed for this 
specific purpose) could purchase the 
seller’s interest and take the place of A 
in the transaction. 

A cannot be said to have a tax-avoid- 
ance motive since he relinquished the 
right to receive the income from the 
property, which he would have received 
had he retained the property. However, 





should A give away or anticipate future 
income, tax-avoidance motives may be 
imputed to him and the Bureau has 
made rulings which in such a case would 
prevent him from shifting the incidence 
of tax on the theory that it was a gift or 
from ‘realizing capital gain based upon 
the theory of anticipation of expected 
income. 

Since essential elements of the A-B-C 
transaction described occur simultane- 
ously, it cannot be argued that the 
sale of the oil payment will occur prior 
to the sale of the leasehold or that any 
part of A’s property will be retained by 
him. Thus, A should not be subject to 
attack under G.C.M. 24849, even though 
he has converted his expected future in- 
come (computed on the basis of its pres- 
ent worth) into capital gain. The holder 
of the oil payment, B, is the owner of an 
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economic interest and is permitted to re. 
cover his purchase price through cost-or- 
percentage depletion. C’s complete ab. 
sence of identity with B will be empha- 
sized by the fact that B makes a profit on 
the transaction, either by a differential 
(a) in the interest rate between that 
earned on the oil payment and that paid 
to the money lender, or (b) between the 
amount of the oil payment and the prin- 
cipal amount of the loan. 


HYPOTHETICAL EXAMPLE 

One institution computed the actual 
tax savings in a hypothetical sale involv- 
ing a cash payment of $1,200,000 plus an 
oil payment of $3,500,000 with interest 
at 54%, payable out of 70% of the pro- 
duction, by showing that when the oil 
payment is simultaneously sold to a 
third party (B), the latter is able, in the 
hypothetical case, to borrow the full 
amount of the oil payment at 414 %, thus 
keeping B's separate identity clear and 
permitting him to have a profit meas- 
ured by the difference in interest rates, 
namely 1%, and the purchaser (C) re- 
tains 30% of the oil-runs out of which 
he pays operating, development costs 
and income taxes; thus, if the property 
were purchased under these terms, it 
would be worth 20% more than if pur- 
chased for cash or financed by a direct 
loan and the transaction would result in 
a tax saving of $800,000. 

The A-B-C plan, as described, appears 
to offer one of the more effective solu- 
tions to the varied problems facing buy- 
ers and sellers of oil and gas properties. 
Some of the more obvious results of the 
plan are as follows: 


1. The seller, A, divests himself of all 
right, title and interest in the asset and, 
for tax purposes, effectuates a capital 
gain on the sale. 

2. The bank loan, if any, obtained by 
the holder, B, of the oil payment will 
normally be completely liquidated by 
oil-runs from the property. 

3. As the oil-runs payable to B are 
applied against the bank loan, B’s inter- 
est is eventually extinguished. 

4. The purchaser, C, is not charge- 
able, for income tax purposes, with con- 
structive receipt of the monies or oil 
passing directly to B. 

5. Through this means of diverting 
income from the property to pay off the 
bank loan and the oil payment, C has 
acquired the seller’s interest at a minimal 
out-of-pocket cost. 

6. After the liquidation of the oil pay- 
ment, C’s interest is complete and unen- 
cumbered, and he receives 100% of the 
income, subject to depletion. 

7. Thus C is in position to realize a 
long-term capital gain, measured against 
his low-cost basis (and. like A, may then 
effectuate another A-B-C type transac- 
tion, if he so desires). 
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CONCLUSIONS DRAWN FROM CASE STUDY ON 


Management Planning and Control 


At General Electric’ 


HE REPORT, released in January 1955 by 
BR coatralleeship Foundation, Inc., de- 
scribes management planning and control 
in action at General Electric Company by 
presenting in case study style, the organ- 
ization, direction and operation of man- 
agement planning and control in the In- 
dustrial Products and Lamp Group. 

The study shows the way in which this 
important function is coordinated with 
company philosophies, policies and or- 
ganization ; how group planning and con- 
trol operations utilize special staff skills 
and consulting services of the company; 
the integration of a Product Group’s plan- 
ning and control with that of other busi- 
ness components of the corporate entity, 
and finally the company’s looking ahead 
on planning itself, experimenting with 
measuring performance and appraising 
new techniques like operations research: 

“The elements of General Electric’s 
management (business) planning and con- 
trol which are of basic, general signifi- 
cance to all corporate executives are: 


1. Conscious recognition—in fact, for- 
mal recognition—of management planning 
and control as a distinct function and re- 
sponsibility of top management. 

2. Recognition, moreover, that success- 
ful performance of this function is vitally 
important to General Electric as, in fact, 
it is to any company in the competitive 
pattern (regardless of whether the com- 
petition be direct or indirect) which char- 
acterizes American business. 

3. Management planning and control 
at General Electric is a carefully developed 
concept, and is itself a well-developed pro- 
gram and planned function. 

4. Management planning and control 
at General Electric is a specific responsi- 
bility of executives of the business com- 
ponents of the company; it is not reserved 
to a specially constituted central planning 
staff. 

5. The management planning and con- 
trol program at General Electric is trans- 
lated into action by— 


a. Defining its component elements, such 
as: 
Establishing the goals of the business 
and its component elements. 
Differentiating between long-term 
goals and shorter-run objectives 
and recognizing the nature of the 
difference. 


Forecasting and related research and 
analysis. 

Planning (plus related analysis) to 
reach desired goals. 

Budgeting as a means of translating 
plans into sequential steps for 
setting short-run objectives of cur- 
rent operations. 

Reporting on operations, measuring 
and appraising operations in terms 
of objectives and carefully de- 
veloped standards of performance. 
Such standards, moreover, vary as 
applied to different business com- 
ponents of the company—many 








* Reprinted from the summary analysis, 
prepared by Herbert F. Klingman, research 
director, Controllership Foundation, Inc., of 
Controllership Foundation’s new study, 
“Planning, Managing and Measuring the 
Business: A Case Study of Management 
Planning and Control at General Electric.’ 





are still in process of development. 
Those in use are subject to careful 
scrutiny and review as to their 
validity and the possible need for 
change in a dynamic operation. 

b. Organizing the management planning 
and control operations for effective 
performance. 

c. Assigning responsibility for perform- 
ance of these functions; delegating 
requisite authority to those given such 
responsibility. 

d. Recognizing the need for, assigning 
responsibility and providing time for 
creative thinking, planning and for 
taking the “long-look” when apprais- 
ing goals, plan and performance. 


6. Organization for management plan- 
ning and control at G. E. is realistically 
and carefully fitted to basic company poli- 
cies, procedures and organization. Ob- 
serve, for example, that the planning and 
control operation at General Electric is, 
like its other operations, a decentralized 
activity, largely autonomous with each of 
the 80 or more component businesses. The 
heterogeneity of its elements and size of 
the composite group of businesses making 
up General Electric have posed special 


difficulties for this company’s manage- 
ment planning and control operations— 
difficulties not confronting smaller, more 
homogeneous businesses. Certainly, plan- 
ning and control in a company like this is 
too complex, has too many facets, to per- 
mit one man or even a centralized staff 
group, however expert, to cope with it suc- 
cessfully. Therefore, General Electric’s 
planning and control is done by executives 
of its operating component businesses, not 
by a highly specialized planning staff. 

Planning and control in small and me- 
dium-sized companies, especially those 
with more homogeneous product patterns 
does not present such difficulties. In such 
companies it can have an even closer, more 
direct tie-in with operations. Consequently 
it can be just as effective even though on a 
smaller scale and less formal basis. 

7. Another important point to observe 
in General Electric's planning and control 
is that organization of the function and as- 
signment of responsibility, provide key ex- 
ecutives with the necessary freedom from 
the hurly-burly of daily operations—free- 
dom for reflection, inquiry, analysis, and 
creative, positive thinking. This freedom 
provides the necessary perspective from 
which to take the long-look at things, to 
view things in proper proportion to the 
whole and in relation to the basic long- 
range goals of the component business and 
of the company. 

8. Finally, it is important to observe 
that planning and control itself is subject 
to planning and development at General 
Electric to keep it in alignment with the 
dynamics of the business. This is indicated 
directly and specifically in the case study 
by: 

a. The work of the Measurements Serv- 
ices Group in the Accounting Services 
Division. Among other things, this 
Group studies the validity of various 
measurements or bench marks of per- 
formance currently applied to operat- 
ing units. They also appraise the need 
for modifying or adapting these meas- 
urements for realistic fit to current 
characteristics for the respective operat- 
ing units whose performance is to be 
measured. New measures are also de- 
veloped; their practicability is tested 
in terms of present and probable fu- 
ture developments. 

b. New developments and techniques of 
analysis are also considered with refer- 
ence to possible use in the company’s 
planning and control work. The ma- 
terial dealing with operations research 
is a good index of how the company 
attempts to look ahead, to speculate a 
bit on what may be over the horizon in 
the way of tools, techniques and meth- 
ods useful for planning and control of 
the future.” 
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Government Economic Data To Be Reviewed 

Government and private statistics measuring savings and 
business inventories in the expectations of companies and 
consumers will be reviewed by five study groups of inde- 
pendent economists and statisticians. The 33 experts will 
concentrate on data compiled by the Government because 
existing statistics are largely produced by federal agencies, 
but they have been instructed to pry into the validity of any 
private “‘statistical series’ as well. FRB Chairman Martin 
set up the study groups at the request of Congress’s Joint 
Subcommittee on Economic Statistics. 


ODM Policy on Low Bidders 

The effect of the recent ODM amendment of DMO 
VII-7 is to make clear that there may be a deviation from 
the policy of awarding current procurement to the low bidder 
whenever this is the most feasible means of maintaining a 
sound mobilization base. 





Vacation Pay 

Under Rev. Rule 54-608, IRS has revoked previous po- 
sitions regarding the accrual of vacation pay. The new rul- 
ing, however, will not be applied to taxable years covered by 
the 1939 Code. 


Transportation Tax 

Amounts paid by a parent corporation to a subsidiary for 
transportation of the parent’s property are subject to tax on 
the transportation of property. 


Proposal for Allocating 
Holding Groups’ Income Tax 

SEC has proposed a more liberal method by which hold- 
ing company groups filing consolidated income tax returns 
can allocate the total tax paid among the member com- 
panies. The present system allocates to each member of the 
group the same proportion of the actual taxes paid that 
would be levied if all members of the group filed separate 
returns. The proposed amendment would permit such 
groups, if they wished, to allocate on the basis of taxable 
income of each as determined under the consolidated pro- 
cedure. The amendment would also provide that, no matter 
which method were adopted, no member should be required 
to enter on its book more tax than it would have to pay under 
separate returns. 
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Employer's Identification under FICA 

Form FF-6, ‘‘Notice of Employer’s Identification Number 
under FICA,” has been discontinued. The information con- 
tained in it has been incorporated in the Social Security Ad- 
ministration Form OAAN-L 7040. 


Liquidated Damages for Changes 
in Government Contracts 

If the Government issues a change order requiring extra 
work at such a late date that the work cannot be completed 
within the contract period, the contract completion date is 
automatically extended as a matter of law by the amount of 
time required to perform the extra work. Liquidated dam- 
ages, therefore, may not be assessed against a contractor 
who completes a contract after the specified date but within 
the period reasonably required to perform the extra work. 


New Corporate Tax Form Released 

Changes in the 1954 IRC are reflected in the income tax 
return form for corporations. The widest changes are in the 
questions dealing with depreciation and amortization. Sched- 
ule K has been revised and includes “special deductions” 
and Schedule I has been broadened. Other changes include 
the requirement for one signature on the form instead of 
two, information of corporation’s payment of social security 
taxes for employes, and the elimination of three items in 
Schedule M. 


Excess Profits Tax 

A “new corporation” which determines its average base 
period net income under section 445 of the 1939 Code is 
required to make an adjustment to normal tax net income 
for interest on borrowed capital in computing its excess 
profits net income. 


Fraud Penalties for Concealed Income 
The Tax Court has held that attempts to conceal income 
justify imposition of penalties for fraud. 


Task Force Proposes Cut in Jobless Tax Payments 

A Task Force of the Commission on Intergovernmental 
Relations has recommended that the unemployment tax paid 
by states to the Federal Government for administration of 
the unemployment compensation systems be cut from 0.3% 
to 0.1% of pay roll. Proponents of the change say the states 
would have a freer hand in running their unemployment 
compensation programs because they would keep more of 
the taxes they originally take in. 


Dues to Charitable Organizations 
May Be Deductible 

If a taxpayer derives no benefits from membership and if 
contributions to the organization normally would be deduct- 
ible, the dues are deductible as contributions according to 
IRS. If members receive benefits or privileges, such as 
monthly bulletins or the free use of a library, dues are not 
deductible. —BENJAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO OFFICE ROUTINES—NO. 9 IN A SERIES 


Recordak Microfilming saves 
$10,000 per year 


in filing space and cabinets 


Saves thousands of 
clerical hours, too, 

at Employers Mutuals 
of Wausau 


As many as sixty thousand documents 
are photographed on Recordak Microfilm daily at 
Employers Mutuals of Wausau, one of the world’s 
leading mutual insurance firms. 

This, of course, cuts filing requirements tremen- 
dously. But, more importantly, it speeds the handling 
of checks, claim records, invoices, purchase orders 
and other important documents. And it keeps this 
data at the finger tips—ready for immediate review 
in Recordak Film Readers. All of which ts reflected 
in the service and dividends to policyholders. 

Just another example, this, of the way Recordak 
Microfilming is cutting costs for over 100 different 
types of business, thousands of concerns. 


Recordak Triplex Micro- 
filmer, one of the three 
different Recordak models 
used by Employers Mutuals 
of Wausau 
















See how Recordak 
Microfilming can help you: 


[_] If you are now transcribing information from one 
set of records to another 

(_] If you are now posting data to ledger and customer 
statement 

(_] If you are now describing individual purchases, 
credits, etc., on your bills 


(_] If you are now making a record of checks prior to 
deposit in your bank 


(_] If you are now making your punched card reports in 
duplicate, or using multiple carbon forms in sales 
books, etc. 

[_] If you are now making photocopies of records 

These are only some of the possibilities. You should 

double-check your routines with a Recordak Systems 

Man soon. No obligation, whatsoever—just write 

Recordak Corporation (Subsidiary of Eastman 

Kodak Company), 444 Madison Avenue, New York 

R, N: ¥. 


ae CORDRK 


(Subsidiary of Eastman Kodak Company) 





originator of modern microfilming— 
and its application to accounting systems 
**Recordak” is a trade-mark 











Establishing a System of 


More Effective Management Controls 


N EFFECTIVE SYSTEM of controls in busi- 
A ness leads to greater efficiency and 
more effective coordination of activities. 
By making possible systematic forecasts, 
it reduces mistakes, and by increasing 
the opportunities for delegation, it frees 
top executives for constructive work. 
And, of major importance, it strengthens 
the profit motivation in business. 

Such a system is not easy to character- 
ize briefly. If the system is full-fledged, 
it embodies the major policies of the 
business, it is a working program for the 
future, it reveals the financial conse- 


quences of alternatives before major de- 
cisions are made, and it provides means 
for coordinating and integrating variouz 
plans and activities into an efficient op- 
eration. 

What conditions are essential to the 
effective operation of the system? 

Of primary importance is the role of 
top management—its active participa- 
tion and leadership. Top management 
must see to it that the system expresses 
its policies in regard to profit objectives, 
pricing, production schedules, facility 
planning, and financial planning. It must 





YOU OWE IT TO YOUR BUSINESS 


to LOOK AT the MARCHANT /fieUREMATIC 










@ EASY TO USE 
@ EASY TO OWN 
@ EASY ON YOUR TIME 


Any way you figure—IT’S MARCHANT! 


Your business, your office — whatever its size —can turn time into money 


with this new MARCHANT. 


@ The Figurematic is so simple to run that anyone in your office can use 
it swiftly and efficiently. Costly hours spent figuring by old-fashioned 
methods will change to extra hours of profitable, productive effort. 


@ Now, through our “pay-as-it-saves” plan you can own this moderate- 
priced MARCHANT Figuvrematic for less than the regular rental rate. 


@ Call the local MARCHANT MAN for a test run on your own work. 
You'll find that a Figurematic saves so much time that you can’t afford 


to do without one. 


MARCHANT isin 





Find out how a MARCHANT calculator will help cut your figurework 


costs and lighten your figuring burden. Mail this coupon with your 


business letterhead for free... 


t| a Index to Modern Figuring by Marchant Methods . . . . (] 
Descriptive Literature on Marchant Calculators. . . . . (J 
C-2 


MARCHANT CALCULATORS, INC., OAKLAND 8, CALIFORNIA 








take the time needed to give careful, in- 
telligent review to the plans of division 
managers and to follow up on variance 
of performance from approved plans. 
And top management must make it clear 
that rewards in salary, bonus, promotion 
and commendation are based primarily 
on performance. The real job of control- 
ling the business belongs to the presi- 
dent, not the controller. No control sys- 
tem can work without the leadership 
and active participation of top manage- 
ment. 

Second, if the control system is to be 
directed toward making profits—as it 
must—a company of any size and diver- 
sity should be subdivided into profit cen- 
ters. The manager of each profit center 
should have the responsibility and neces- 
sary authority to operate his division as 
a separate business, subject only to gen- 
eral guidance from broad company pol- 
icies and, on critical decisions, review 
by top management. 

Some of the advantages of such decen- 
tralization are fairly obvious: 


1. It increases the proportion of im- 
portant executives charged directly with 
the responsibility for making a profit; 

2. It reduces in size and complexity 
the individual profit-making unit; and, 

3. It brings the profit-seeking man- 
ager closer to actual operations. 


Not quite so obvious are the incen- 
tive to economize in the use of assets 
and the stimulus to seek additional 
sources of revenue. 

Third, a control system must look to 
the future. The heart of such a system is 
forecasting—the projection of business 
plans and alternatives into the future. 
Study of the past is useful, but analysis 
and evaluation of the results of actions 
before they are taken provide the real 
foundations for wise decisions. 

A final condition for the effective op- 
eration of the system is a highly com- 
petent staff to develop and operate it. 
Though the leadership and authority for 
decisions must come from top manage- 
ment, the president obviously cannot 
deal with the many day-to-day problems 
arising in profit-center accounting and 
forecasting. He must look to his staff in 
such matters—probably to his controller. 

While the technical work of planning 
and control may be done in a separate 
staff office, there are important advan- 
tages in combining it with the control- 
ler’s other functions. Many of the fore- 
casts are projections of accounting data. 
Moreover, the unification of accounting, 
financial analysis, and related controls in 
one office at the central staff level can be 
paralleled by a corresponding combina- 
tion in the divisions. This simplifies the 
functional relations between staff and 
divisions—trelations, which are none too 
easy to maintain on a mutually satisfac- 
tory basis. 
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The key technician in a system of con- 
trols—the controller—has a demanding 
and difficult job. Some of his problems 
are technical and hard to solve, and the 
sheer volume of them is likely to over- 
whelm most men. Moreover, under- 
standing of people, fairness, and integ- 
rity are just as necessary for the control- 
ler and his staff as technical ability, ca- 
pacity and drive. 

In closing, it might be well to sum- 
marize the reasons for establishing a sys- 
tem of controls in the first place: 


1. Most people work harder and bet- 
ter if they have definite goals which have 
been accepted by all concerned. 

2. Since the goals, i.e., the standards 
or budgets, are regularly re-examined, 
there is constant search for means to 
raise standards and improve perform- 
ance, 

3. Detailed planning and integration 
of various activities lead to a better co- 
ordinated operation. 

4. Since the results of programs and 
decisions are forecasted, it is possible to 
catch many mistakes before they are 
made and to take steps to remedy situ- 
ations that promise to be unsatisfactory. 

5. Though a system of controls re- 
quires the active participation of top 
management, it makes possible greater 
delegation of authority and responsibil- 
ity and less routine supervision. Thus, 
more top management time is freed for 
constructive action. 

6. A proper system of controls fo- 
cuses the efforts of management on mak- 
ing profits. 


Many executives, I suspect, are not 
quite as interested in making a dollar 
for the business as in making a dollar 
for themselves—especially an after-tax 
dollar. This dilution of the profit motive 
results from taxation, from the separa- 
tion of ownership and management, and 
from division of work and specializa- 
tion. Though this situation can be rem- 
edied in part by profit bonuses and stock 
options, these will not control the nat- 
ural propensities toward bigger and bet- 
ter things in each special phase of the 
business. 

Yet the biggest advertising cam- 
paigns, the newest factories, the most 
advanced industrial relations, and the 
most comprehensive system of records 
and reports will not add up to the most 
profits for the company. These special 
interests can be held in balance only by 
careful budget reviews, by decentraliz- 
ing activities to profit centers as far as 
is practicable and by constant pressures 
from profit-responsible executives who 
ultimately have to pay the bill. 





Reprinted from The Management Review, 
October 1954. From an address by T. O. Yntema 
before the 24th Annual Business Conference, 
sponsored by the Harvard Business School Asso- 
ciation. 
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Guts Paper Handling Time by 95% 
PAID FOR ITSELF WITHIN 1 YEAR! 


Swank, Inc., Attleboro, Mass., manufacturers of men’s jewelry, 
leather and other accessories, have cut credit checking time 
of orders from 2 or 3 hours to 3 to 5 minutes. The credit 
supervisor reduced her daily trips to customer service and 
billing departments by over 80%. One full-time and one part- 
time messenger have been freed for more productive work. 


A 8” Lamson Airtube System accomplished this saving in 
time and manpower. Transparent shell carriers . . . with a 
10” inside length . . . give immediate recognition of contents. 
Engineered with simplicity, system consists of a central desk 
in customer service department with stations at the credit and 
billing departments. 





| Paper work is now handled more rapidly, more efficiently and 
at less cost. Discover how a simple Lamson Airtube System 
can save you time, manpower and money. 


MAIL THIS COUPON a 


SURES 
Lamson Corporation 
3192 Lamson Street, Syracuse 1, N. Y. 
Please send me a free copy of “On Target” which 
will give me complete information on Lamson 
a Airtube Systems. 
NAME 


and San Francisco ; 
Offices in Principal COMPANY 


Cities 




















Guaranty Trust Company 
of New York 


140 BROADWAY 
FIFTH AVE. AT 44th ST. 
40 ROCKEFELLER PLAZA 


MADISON AVE. AT 60th ST. 


SERRE R EEE 


LONDON ¥__ PARIS 
BRUSSELS 








Condensed Statement of Condition, December 31, 1954 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and Due 


from Banks and Bankers 
U. S. Government Obligations 
Loans and Bills Purchased 
Public Securities . . . 
Stock of Federal Reserve Bank . 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Receivable . 


. $ 52,548,095.39 

9,000,000.00 
58,024,405.87 
44,949,206.50 


12,597,053.23 


- $ 547,650,052.99 
. 990,949,761.82 
1,369,320,780.12 


178,120,831.42 





Real Estate Bonds and Mortgages 1,002,070.43 
Bank Premises eet aay ane 8,164,636.56 
Total Decnerces 2 6 6 8 oe «© $3,094,206,062.91 
LIABILITIES 


Capital (5,000,000 shares - $20 par) . 
Surplus Fund. a ate? ea 
Undivided Profits . . ° 


- $100,000,000.00 
200,000,000.00 
100,598,028.39 














Total Capital Beads Pca 
Deposits . . ) eer ts 
Foreign Funds no “alee 


Acceptances . 
Less: Own Acceptances Held for 
Investment. Ser ies aaa 





Dividend cnensephemenigiadh 17,1955: 


Regular. 4,000,000.00 

Extra. 2,500,000.00 
Items in Transit with csaiien 

Branches K 2,505,880.09 
Reserve for Expenses and Tanes 26,784,672.16 ; 
Other Liabilities. 8,989,47 1.47 92,187,778.58 © 


. $ 61,745,719.79 
_14,337,964.93 
$ 47,407,754.86 


. ses $ 400,598,028.39 _ 
2,600,445,255.94 
975,000.00 © 





Total L iabilities 


Securities carried at $141,235,190.74 in the above statement are pledged to qualify for 
fiduciary powers, to secure public moneys as required by law, and for other purposes. 


- + «+ « $3,094,206,062.91 











J. LUTHER CLEVELAND 
Chairman of the Board 


WILLIAM L. KLEITZ 
President 


Vice-President 


DIRECTORS 


GEORGE G. ALLEN Chairman of the Board, 


Duke Power Company 

J. LUTHER CLEVELAND Chairman of the Board 
W. PALEN CONWAY 

CHARLES P. COOPER President, 

The Presbyterian Hospital in the City of New York 


WINTHROP M. CRANE, JR. Chairman of the 
Board, Crane & Co., Inc., Dalton, Mass. 


STUART M. CROCKER Chairman of the Board, 
The Columbia Gas System, Inc. 
of Davis Polk Wardwell 
Sunderland & Kiendl 


CHARLES E. DUNLAP President, 
be Berwind-W, gg Coal Mining Company 
WALTER S. FRANKLI President, 
The Sane! Mand Rail Road Company 


W. ALTON JONES Chairman of the Board, 
Cities Service Company 


JOHN W. DAVIS 


CORNELIUS F. KELLEY Chairman of the Board, 
Anaconda Copper Mining Company 
WILLIAM L. KLEITZ President 
CHARLES S. pamnis: Chairman of the Board, 
Air Reduction Company, Inc. 

WILLIAM C, POTTER 
GEORGE E. ROOSEVELT of Roosevelt & Son 
CARROL M. SHANKS President, 
The Prudential Insurance Company of America 
EUGENE W.STETSON Chairman, Executive 
Committee, Illinois Central Railroad Company 
KENNETH C. TOWE President, 
American Cyanamid Company 
THOMAS J. WATSON Chairman of the Board, 
International Business Machines cere 
CHARLES E. WILSON Trustee, 
The Ford Foundation 
ROBERT W. WOODRUFF Chairman, 
Executive Committee, The Coca-Cola Company 


Member Federal Deposit Insurance Corporation 















THOMAS P. JERMAN 





Sale and Leaseback 
of Real Property 


A corporation, or individual, owning 
income-producing property may often 
find it advantageous to sell that property 
and lease it back. Louis J. Glickman, a 
well-known realty investor, points out 
that the title owner can collect a fixed 
return on his investment through the 
net rental and, often, share in any in- 
creased net annual income accruing to 
the leaseholder. The leaseholder, on the 
other hand, still operates his business 
without having a substantial portion of 
his capital tied up in land and buildings. 

The sale and leaseback need not be 
confined to the entire property. One 
way is to sell the land and retain the 
building. In other instances, it is pref- 
erable to acquire the leasehold and then 
the fee. 


Accounting Changes 
for Retailers 


A manual published by the NRDGA 
outlines radical changes in retail ac- 
counting procedures aimed at making 
clear just where expenses are incurred. 
It also provides measures of productivity 
and gives the store an improved basis 
upon which to judge its own perform- 
ance. Entitled ‘Expense Center Ac- 
counting Manual,” the booklet describes 
procedures that make supervisors re- 
sponsible for conditions which they con- 
trol but relieve them of responsibility 
where they are not in control of a situa- 
tion. Revised standard classifications of 
expense accounts called ‘Expense Cen- 
ters’ are included in the booklet to en- 
able stores to determine the cost of each 
job. Productivity may be figured from 
three measures: workload, rate at which 
work is processed, and pay rate. 


Costs of Erasures Studied 


Surveys made by some companies reveal 
that the percentage of errors in typing a 
form range from 19% to 42.8%. As a 
result many snap-sets are discarded because 
the typist cannot open the form at the top 
to make corrections without losing the 
carbon extraction feature. Some firms have 
reported form wastage of 20% and 30% 
plus the typing time expended. Time 
studies of erasures with conventional snap- 
sets, ranging from two to 14 parts, reveal 
time losses of 42 seconds to two minutes, 
10 seconds. 

According to Business Forms Research 
Company, Short Hills, N. J., manufac- 
turers of Korrectab, the erasure time for 
a 10-part snap-set with conventional form 
is 108 seconds; with Korrectab, which is 
an improved snap-set form, the erasure 
time is 53 seconds. Based on 1,000 forms, 
assuming one correction in 25% of the 
forms typed, the Korrectab snap-set would 
save 3.8 hours of productive time. 
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Accounting Scholarship 


A scholarship fund for accounting stu- 
dents at Ohio State University has been set 
up by the Columbus Chapter of the Na- 
tional Association of Cost Accountants. 
The fund will be invested in accordance 
with Section 3335.12 of the Ohio General 
Code and only the interest will be used for 
scholarships of $300 each. Initial interest 
will be added to the principal until the in- 
come reaches $300 per year, at which time 
the first scholarship will be paid. Interest 
in excess of $300, or multiples thereof, 
will also be added to the fund. Recipients 
are to be selected by the faculty of the Ohio 
State University Department of Account- 
ing. 

, to the fund, endorsed by 
the officials of NACA in memory of Rus- 
sell S. Willcox, a professor of accounting, 
who served Ohio State University for 30 
years, may be made at any time, by indi- 
viduals or organizations interested in 
scholarships in accounting. 

Past President Charles A. Kuntz,* who 
was instrumental in establishing the fund, 
is secretary-treasurer of the NACA Schol- 
arship Committee. Other members of the 


Committee are Howard C. Kuhnle, deputy | 
clerk-treasurer of the Board of Education; | 
Paul A. Tracy, comptroller of the Central | 


Ohio Paper Co. ; B. J. Mertz,* comptroller, 
Buckeye Union Casualty Co.; and J. B. 
Heckert, professor of Accounting at Ohio 
State University. 


* Members of Controllers Institute. 


New Accounting Program 


at Columbia 


Columbia University has created an In- 
stitute of Accounting in which an under- 
graduate program of study in the fields of 
public and private accounting will begin 
in the fall of 1955. 

The Institute will offer a complete un- 
dergraduate course of study to qualified 
men and women of all ages, including 
high school graduates of 1955, leading to 
the bachelor’s degree of the School of 
General Studies. It has been designed to 
meet the particular needs of those seeking 
admittance to the C.P.A. examination in 
support of careers in public or administra- 
tive accounting, and in the teaching of ac- 
counting at the elementary and intermedi- 
ate levels. 

Professor James L. Dohr, professor of 
Accounting at the Columbia Graduate 
School of Business, and an associate mem- 
ber of Controllers Institute of America, 
will be the Institute’s first director. 





A NEW APPROACH TO 


BUDGETING 
Write for Information 
McCORMICK & COMPANY 


Consulting Management Engineers 
Park Building Yonkers, N. Y- 
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Do you believe 
you can afford 
not to have 





Here’s what the Chairman of the AIA Committee 
on Accountants Liability and Liability Insur- 
ance had to say in a recent issue of the Journal 
of Accountancy: 





“No accountant in public practice 


can afford to be without it.” 


He adds: “In purchasing ac- 
countants liability insurance... 
of greater importance than the 
specific provisions of a policy is 
the record and experience of an 
insurance company in defend- 
ing or settling claims against 
accountants.” 





@ Our agent in your commu- 
nity is backed by a company 
with a quarter century of spe- 
cialization in Accountants Lia- 
bility Insurance. Call him 
today! If you’re not sure of his 
name — write our Agency & 
Production Department — we'll 
supply it promptly. 


AMERICAN SURETY 


COMPANY 


FIDELITY °* SURETY ~° 


100 Broadway * New York 5, N.Y. 


CASUALTY * INLAND MARINE 


HOMEOWNERS * ACCOUNTANTS LIABILITY * AVIATION 











Tieing Research to Reality 


92 Join Research Liaison Panel 


A National Research Liaison Panel, to 
aid Controllership Foundation, research 
arm of Controllers Institute of America, 
in relating its projects and studies closely 
to the needs of corporate controllers and 
financial officers, has been announced by 
Foundation President J. McCall Hughes, 
vice president and controller, Mutual of 
New York, New York. 

The National Research Liaison Panel is 
intended to provide a two-way avenue of 
communication so that knowledge of the 
Foundation’s activity can be broadcast 
widely and, at the same time, recommen- 
dations for new studies and reactions to 
published studies of the Foundation can 
be made available to its Executive Com- 
mittee and research staff. 

Those who have accepted the invitation 
by President Hughes to serve on the 
Panel include: Stacy L. ANGLE, vice 
president and treasurer, Minneapolis-Mo- 
line Company, Minneapolis; WALTER E. 
AUSENHEIMER, comptroller, The McBee 
Company, Athens, Ohio; FRANKLIN M. 
BEALL, manager-estimating, The Glenn L. 
Martin Company, Baltimore; EDwarD M. 
BLANCHARD, treasurer, Arcos Corpora- 
tion, Philadelphia; C. M. BLUMEN- 
SCHEIN, vice president and controller, 
Container Corporation of America, Chi- 
cago; ROBERT W. Boyb, controller, 
Weyerhaeuser Timber Company, Tacoma, 
Washington; DUDLEY E. BROWNE, comp- 
troller, Lockheed Aircraft Corporation, 
Burbank, California; ROBERT S. BRUMA- 
GIM, controller, Mohawk Carpet Mills, 
Inc., Amsterdam, New York. 

Also, L. B. BUCHANAN, vice president, 
Chicago Mill & Lumber Company, Chi- 
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Sponsored by the Hamilton and Toronto Controls 





cago; BYRON W. CAIN, comptroller, The 
Continental Supply Company, Dallas; 
ALEX M. CAMERON, vice president and 
comptroller, Great Southern Life Insur- 
ance Company, Houston; FRANK S. Ca- 
PON, secretary and treasurer, Du Pont 
Company of Canada Limited, Montreal; 
Ww. HERBERT Carr, vice president and 
treasurer, California Packing Corporation, 
San Francisco; N. A. CLOUET, treasurer, 
Sargent & Company, New Haven, Con- 
necticut; EDGAR R. CODDINGTON, control- 
ler, Sayles Finishing Plants, Inc., Sayles- 
ville, Rhode Island; WALTER S. CoRRIE, 
treasurer, National Gypsum Co., Buffalo. 

Also, S. CHAPLIN Davis, vice presi- 
dent, The Baltimore Salesbook Company, 
Baltimore; T. Cecit Davis, comptroller, 
St. Regis Paper Company (Canada) 
Limited, Montreal; Davin F. DEVINE, 
vice president for finance, American 
Bosch Arma Corporation, Garden City, 
New York; RoBertT L. DICKSON, vice 
president-controller, Walter Kidde & 
Company, Inc., Belleville, New Jersey; 
JAMEs DISMUKE, vice president and cash- 
ier, Valley National Bank, Phoenix; F. J. 
DONAGHY, treasurer, The Duriron Com- 
pany, Inc., Dayton; CHARLES E. EHR- 
HARDT, assistant controller, Anheuser- 
Busch, Inc., St. Louis; VERL L. ELLIOTT, 
controller, The Atlantic Refining Com- 
pany, Philadelphia. 

Also, JAMES H. ETESON, controller, 
State Mutual Life Assurance Company, 
Worcester, Massachusetts; WARREN J. 
FAusT, vice president and controller, 
Bridgeport Brass Company, Bridgeport ; 
JAMES B. FENNER, vice president and 
comptroller, Electric Auto-Lite Company, 
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Toledo; M. O. FERRINI, treasurer, Per- 
kins Machine & Gear Company, West 
Springfield, Massachusetts; GORDON Fir- 
ZELL, assistant treasurer and controller, 
American Lava Corporation, Chattanooga; 
H. J. W. FRAvVERT, secretary-treasurer, 
The Monarch Marking System Company, 
Dayton; ANTHONY J. FRysTAK, secretary, 
Poor & Company, Chicago; PAUL Gar- 
MANY, comptroller, Hughes Tool Com- 
pany, Houston. 

Also, HAROLD S. GENEEN, vice presi- 
dent and controller, Jones & Laughlin 
Steel Corporation, Pittsburgh; WALTER B. 
GEROULD, president, A. G. Spalding & 
Bros., Inc., Chicopee, Massachusetts; 
JOHN C. GRACE, secretary and treasurer, 
Maremont Automotive Products, Inc., 
Chicago; MAURICE E. GRIFFIN, secretary, 
Woodall Industries, Inc., Detroit; FREp- 
ERIC M. HADLEY, executive vice president, 
Eli Lilly & Company, Indianapolis; Pay- 
SON HALL, treasurer-controller, director 
of radio and television, Meredith Pub- 
lishing Company, Des Moines, Iowa; 
CLYDE E. HEGMAN, assistant vice presi- 
dent, Cargill, Inc., Minneapolis; ELMER 
K. HIGLEy, controller, Public Service 
Company of Oklahoma, Tulsa. 

Also, CHRISTIAN E. JARCHOW, execu- 
tive vice president, International Harves- 
ter Company, Chicago; DONALD P. 
JONEs, comptroller, Sun Oil Company, 
Philadelphia; O. T. JONEs, vice president 
and controller, American Trust Company, 
San Francisco; WM. C. JONES, controller, 
Alabama By-Products Corporation, Bir- 
mingham; E. W. KELLEY, treasurer, 
Macy’s, Kansas City, Kansas; NORMAN E, 
KENRICK, comptroller, Dominion Tex- 
tile Company, Ltd., Montreal; JOHN F. 
KIDNER, comptroller, Canadian Oil Com- 
panies Limited, Toronto; H. C. KING, 
financial vice president, The Ohio Oil 
Company, Findlay, Ohio. 

Also, ROBERT J. LANDOLT, vice presi- 
dent, The Girdler Corporation, Tube 
Turns, Inc., Louisville; C. C. Lay, treas- 
urer, The Wheland Company, Chatta- 
nooga; THOMAS L. LEAHY, comptroller, 
The Columbus Dental Manufacturing 
Company, Columbus, Ohio; JAMEs F. 
LILLIs, comptroller, Burroughs Corpora- 
tion, Detroit; E. P. McGavin, treasurer, 
Hayes Steel Products, Ltd., Merritton, 
Ontario; J. L. McKEE, president, Allied 
Laboratories, Inc., Kansas City; O. T. 
MACMILLAN, vice president and comp- 
troller, New York Telephone Company, 
New York; WILLIAM MAGowaN, treas- 
urer, The Ensign-Bickford Company, 
Simsbury, Connecticut. 

Also, EDWIN F. MANSKE, assistant sec- 
retary, Rihr Malting Company, Mil- 
waukee; WILLIAM A. MARSHALL, secre- 
tary-treasurer, The Toledo Edison Com- 
pany, Toledo, Ohio; R. A. MarRTIN, con- 
troller, The Standard Oil Company 
(Ohio), Cleveland; FRED W. MILL, sec- 
retary-controller, The National Supply 
Company, Torrance, California; W. I. 
MONAGHAN, Whitney National Bank of 
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New Orleans, New Orleans; GEORGE 
W. S. MONTGOMERY, auditor, British 
Columbia Telephone Company, Vancou- 
ver; THOMAS M. Mott, vice president 
and controller, Republic National Life In- 
surance Company, Dallas; NORMAN R. 
OLLEY, controller and secretary, The R. T. 
French Company, Rochester; Louis G. 
OsT, secretary-treasurer, Layne & Bowler, 
Inc., Memphis. 

Also, FRANK L. PALMER, controller, 
F. C. Huyck & Sons, Rensselaer, New 
York; GEORGE L. PALMER, Toledo, Ohio; 
WILLIAM H. Perks, assistant controller, 
Norton Company, Worcester, Massachu- 
setts; L. E. PFEIFER, controller, Central 
Truckaway System, Inc., Louisville; Ep- 
WARD J. POWELL, vice president and 
comptroller, Puerto Rico Telephone Com- 
pany, San Juan, Puerto Rico; JAMES M. 
REID, controller and secretary, Penn Con- 
trols, Inc., Goshen, Indiana; WILLIAM R. 
ROBBINS, vice president and controller, 
United Aircraft Corporation, East Hart- 
ford, Connecticut; CLAYTON E. ROGERS, 
treasurer, Puget Sound Pulp and Timber 
Company, Bellingham, Washington. 

Also, HAROLD E. ROWLES, treasurer, 
Stecher-Traung Lithograph Corporation, 
Rochester; GORDON B. SCHAEFER, chief 
accountant, Southeastern Pipe Line Com- 
pany, Atlanta; GEORGE T. SCHARFFEN- 
BERGER, assistant to the president, Fed- 
eral Telephone and Radio Corporation, 
Clifton, New Jersey; DONALD L. SCHRO- 
DER, secretary, controller and assistant 
treasurer, Victor Adding Machine Com- 
pany, Chicago; GEORGE L. SHEPPARD, as- 
sistant treasurer, Producers Cotton Oil 
Company of Arizona, Phoenix; JAMES W. 
SHIELDS, executive vice president, Judd & 
Detweiler, Inc., Washington, D. C.; 
RALPH H. SMITH, controller, The Cleve- 
land Electric Illuminating Company, 
Cleveland; WALTER A. SMITH, control- 
ler, Formica Company, Cincinnati. 

Also, WILLIAM P. TALIAFERRO, JR., 
secretary-treasurer-controller, Miller & 
Rhoads, Inc., Richmond; Vicror L. 
THOMAS, controller, Pacific Division, 
Moore Business Forms, Inc., Emeryville, 
California; JOHN C. TIEDEMAN, control- 
ler, Southern Clays, Inc., New York; 
GrorGE L. Topp, vice president, The 
Bullard Company, Bridgeport; KaRL M. 
TORGERSON, head, Division of Audit and 
Procedures, Iowa Power & Light Com- 
pany, Des Moines, Iowa; JOHN R. 
TUTTLE, vice president and treasurer, 
Crouse-Hinds Company, Syracuse; HUGH 
J. WALKER, comptroller, The United 
States National Bank of Portland (Ore- 
gon), Portland, Oregon; G. HOowarpb 
WELLS, controller, Sprouse-Reitz Com- 
pany, Inc., Portland, Oregon; RODERIC M. 
WiLp_ER, controller, Pass & Seymour, Inc., 
Syracuse; GEORGE WILLIAMSON, secre- 
tary-treasurer, H. W. Lay & Company, 
Inc., Atlanta; WILLIs T. WINDLE, treas- 
uter and controller, The Carborundum 
Company, Niagara Falls, New York. 
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how XEROGRAPHY ---- 


cuts duplicating costs $8,000 a year 


at “Taylor Insteument Companies... 
Z 





Plus — 


speeding paperwork! 
saves 7872 hours of 
“waiting-time” a year! 


Taylor Instrument Companies, the world’s largest manufacturer of indicating, 
recording and controlling instruments for home and industry, uses xerography 
to cut paperwork duplicating costs. In addition to tangible cost savings of more 
than $8,000 a year, Taylor speeds paperwork by eliminating six hours of typing 
and proofreading time a day. AND, since using xerography, 984 8-hour days 
of waiting time are saved yearly, compared with former methods. 

Price lists, bulletins to salesmen, factory office forms, changes in branch office 
personnel, facsimile letters for answering inquiries, magazine articles, confiden- 
tial reports to executives, are copied 
onto paper masters by xerography 
quickly and economically. These mas- | ° #8 Ps aaa” 
ters are used to run off multiple copies [dididiad iad ait J 2 It i 
on an offset duplicator. a e® 5 ee 5 ee ; 

Anything written, typed, drawn or 


| sitieereemmetiadaiiaaili teen cea dite 
é ae vn 

' 

5 


~ poe 


printed can be reproduced with photo- 
graphic accuracy in about three min- 
utes by xerography onto an offset paper 
master for runoff of multiple copies on 
an offset duplicator. Original copy may 
be enlarged, reduced or reproduced 
same size by xerography in XeroX® 





The Taylor controllers (center) automatically main- 
tain pressure and temperatures in the reactors at this 
chemical processing plant. Today a large percentage 
; ; : . of the company’s output goes to industrial plants. 
copying equipment. Copies can be 

made from one or both sides of original material by xerography. 

For use in diazo type machines, translucent intermediates can be made from 
any original subject in the same speedy way. 

There is no limit to the versatility of the dry, electrostatic xerography process 
in paperwork duplicating applications. It is now possible, with xerography, to 
produce up to eight copies including an offset paper master or translucent 
master from one xerographic image. 


Write for proof of performance folders showing how Taylor Instrument Companies and 
companies of all kinds are cutting duplicating costs and speeding paperwork with xerography. 


THE HALOID COMPANY 


BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 
55-71X HALOID STREET, ROCHESTER 3, NEW YORK 
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ORGANIZATION CHARTS 


YOU ean waht igy 
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You yourself—or any 
designated employee—can de- 
velop, complete and revise perfect organ- 
ization charts without drawing a single 
line. You save the time and cost of a 
professional draftsman. You keep con- 
fidential information crystal clear—but 
confidential. Revisions in minutes. Also 
use the Chart-Pak Method for graphs, 
office and plant layouts. 


Mail this NOW! ' 


Ss 


\ CHART-PAK, INC. I 
j 1008 Lincoln Ave. Stamford, Conn. 
J Send complete Chart-Pak facts. | 
| Name | 
We I 
J I 
1 











Address 
City State 











Cut your 
marketing costs! 


Where and how can your marketing 
costs be cut? You'll find the answer in 


PROFIT ANALYSIS 


Distribution Costs, Working Papers 


by FREDERICK M. EISNER, 
B.C.S., LL.M., C.P.A. 


The FIRST book to explain modern 
Marketing Costs Accounting through 
clear, easy-to-follow text and profuse 
illustrations. 


Marketing costs data, if applied equi- 
tably to varying conditions of sale, would 
alter many selling prices . . . and thus 
help you meet or challenge competition. 

Marketing weaknesses are instantly 
pinpointed as meaningful figures show 
up. 

Read PROFIT ANALYSIS for new 
ideas immediately applicable to your 
marketing problems. It is your key to ef- 
fective control over every phase of busi- 
ness operation. 364 pages 

$10 postpaid. 


10 day money-back guarantee 


CHARLES M. EISNER, Dept. C 
70 Linda Ave., White Plains, New York 






















THE DYNAMICS OF INDUSTRIAL MANAGEMENT* 
By Raymond Villers 





Reviewed by CHRISTIAN E. JARCHOW 
Executive Vice President 

International Harvester Company 

Chicago 


This is a study of how industry 
evolved historically, how the principles 
of scientific management developed, and 
how industry can effectively apply 
sound management principles by dynamic 
reorganization. The book includes 501 
pages of text, 29 pages of topics for 
further study and bibliography, and 14 
pages of index. A wide variety of illus- 
trative case studies is presented. The au- 
thor is a graduate of the Sorbonne in 
Paris and holds degrees from several 
universities, including Columbia Uni- 
versity, where he has been teaching at 
the School of Engineering since 1947. 
In addition to his practice as an indus- 
trial consultant, he is currently Visiting 
Associate Professor of Industrial Engi- 
neering at Stevens Institute of Tech- 
nology. 

In 1764 Voltaire in one of his writ- 
ings said that humanity could not have 
survived unless an infinite number of 
useful men who owned nothing had ac- 
cepted the idea of working for the bene- 
fit of a ruling class who owned every- 
thing of value. In his time, the produc- 
tion of food was the great problem of 
humanity, as it had always been in the 
past. 

In 1764 when the population of the 
United States was about 4 million, ap- 
proximately 94% of the people lived on 
or close to the land. In 1950, the farm 
population was only 16%. This 16% 


* Publishea by Funk & Wagnalls Company, 
153 East 24th Street, New York, N. Y. $6.25. 


supplied food and other farm products 
for itself and for the 84% who lived in 
cities, as well as substantial quantities 
for export, to say nothing of hws sur- 
pluses purchased by the Federal Gov- 
ernment. 

The development of machines played 
an important part in bringing this 
about. It increased agricultural and in- 
dustrial production beyond any limits 
that could have been reasonably fore- 
seen. Actually, however, it is the use that 
is made of machines rather than the ma- 
chines themselves, which provides the 
goods we consume. This is to say that 
the problem of today is that of organiz- 
ing production. 

An industrial organization, to keep 
alive, must adjust itself to change and 
keep pace with the progress made in the 
science of organization and manage- 
ment. Thus in any given organization 
there is a need from time to time for a 
systematic reconsideration of the whole 
pattern of organization and methods of 
management. 

The book is divided into four main 
parts: 


Part I (5 chapters)—The Evolution of 
Industrial Management: 

This covers the growth of modern in- 
dustry and the relation of man to the 
machine; the history of scientific man- 
agement and what it has meant to in- 
dustry; the general principles of organi- 
zation and management; the trend toward 
industrial concentration; and decentraliza- 
tion of managerial responsibility. 


Part II (5 chapters)—Organizing Co- 
operation and Coordination: 

This includes a comprehensive survey 
of the various characteristics of the en- 
terprise, the determination of standards, 
and disclosure of sources of weakness; 
the reconsideration of existing operat- 
ing procedures recognizing the natural 
resistance to change and that any reor- 
ganizational project must enlist the sup- 
port of the majority of the management; 
the basic requirements in records—ac- 
counting, engineering, material control, 
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personnel, etc.; programs for employe 
training; improvement in coordination 
between sales and production including 
determination of the sales forecast, de- 
sitable size of inventory, production 
control, etc.; organizing for production, 
recognizing that production is the joint 
effort of plant personnel and many spe- 
cialists such as engineers, purchasing 
agents, accountants, and others, which 
must satisfy the requirements of coor- 
dinated action and at the same time pro- 
vide an opportunity for the development 
of individual initiative. 


Part III (4 chapters)—Developing Con- 
trols as a Factor of Decentralization: 

Here the basic approach to profit con- 
trol, cost control, unit cost and sales 
mixture control, and managerial re- 
ports and action is included. The au- 
thor states that the most serious prob- 
lem of modern industry is the problem 
of costs. There must always be a tie-in 
of cost control with the profit-and-loss 
statement. Then follows considerable 
discussion of effective use of the profit- 
and-loss statement, of break-even charts, 
balance sheets, etc. A study of these is 
the first step toward improvement in 
cost control for they should indicate 
where improvements are most needed. 

Managerial reports can constitute a 
static aspect of control where they por- 
tray actual performance in comparison 
with a standard and an analysis of the 
variance between the two. Managerial 
action is the dynamic aspect of control. 
It is based on the information obtained 
from the managerial reports. 


Part IV (3  chapters)—Introducing 
Budgets and Long-Range Planning: 

This covers the fundamentals of 
budgetary control, the various types of 
budgets—sales forecasts, inventory 
budgets, expense budgets, cash budgets, 
etc. 

Budgetary control is a concept of 
planning and control that uses the finan- 
cial statements for planning purposes 
and provides standards of performance 
with which the actual performance can 
be compared. One of the purposes of a 
budget is to give advance warning of un- 
desirable developments so that they may 
be avoided by proper managerial action. 
Long-range planning is required in con- 
nection with the development of new 
products, a change in the economic or 
technological fields affecting the organi- 
zation, expansion in production, changes 
in personnel policies, etc. 

Personnel policies exercise a deter- 
mining influence upon the future of an 
Organization. A well-conceived policy 
of decentralization creates conditions in 
which junior executives and supervisors 
find opportunities to develop their sense 
of responsibility and prepare themselves 
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READING FOR EXECUTIVES 


the Business: 


A Case Study of Management Planning and 


Control at General Electric Company 





JUST PUBLISHED! 


$2.00 








It analyzes 





It tells you: How management planning and control is coordi- 


nated with General Electric philosophies, policies 
and organization. 


How group planning and control operations utilize 
special staff skills and consulting services of the 
company. 


How a Product Group’s planning and control is in- 
tegrated with that of other business components of 
the corporate entity. 


How General Electric looks ahead on planning it- 
self, experimenting with measuring performance 
and appraising new techniques like operations re- 
search. 


General Electric practice and suggests its general 
significance for business planning and control. 


($1.50 to members of Controllers Institute of America) 


Apportionment and Allocation of 
Corporate Net Income for State Taxes 


$1.50 


A New York Times review said “. . . helps corporations keep 
abreast of all ‘hodge podge’ regulations in every political subdivi- 
sion in which they operate . . 
corporations’ income tax reports to states. Reference to handy state 
apportionment factors tabulations. 


.’ because it is especially timely for 


($1.00 to members of Controllers Institute of America) 





CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 


ONE EAST FORTY-SECOND STREET, NEW YORK 17, N. Y. 

















Montgomery’s 
FEDERAL TAXES 35th ca. 


PHILIP BARDES, CPA; JAMES J. MAHON, 
JR., CPA; JOHN McCULLOUGH, CPA; 
MARK E, RICHARDSON, CPA — Editors, 
Partners, Lybrand, Ross Bros. & Montgomery 


One-volume guide gives quick, reliable 
year-round guidance on the practical deci- 
sions that determine the tax liability of 
business organizations and individuals. All 
tax factors on a particular question are 
dealt with in one place, even where differ- 
ent sections of the law apply. 21 sections 
of important tax-planning recommenda- 
tions show you the specific steps to take 
for complete protection under the 1954 
Revenue Code. 1,000 pp. $15 


DEPRECIATION 


EUGENE L. GRANT 
and PAUL T. NORTON, JR. 


Just out. Revised printing of this au- 
thoritative reference covers all the major 
changes in depreciation under the 1954 
Revenue Code. Shows how alternative 
types of depreciation policy work out in 
actual practice, and which, of the many 
methods now permissible, is best suited for 
different classes of assets and in different 
business situations. 25 @lls., 42 tables, 
500 pp. $7.50 


BUSINESS BUDGETING 
and CONTROL 


J. BROOKS HECKERT 
and JAMES D. WILLSON 


Also new. Second Edition explains budg- 
eting principles, methods, and procedures 
applicable to all types of business and in- 
dustrial concerns. Presents an over-all pic- 
ture of budgetary controls; covers profit 
planning and control applications of 
budget data with a discussion of the break- 
even chart as a tool of analysis, etc. 100 


ills., 438 pp. $6.75 


Handbook of 
GRAPHIC PRESENTATION 


CALVIN F. SCHMID 


Detailed working manual for all con- 
cerned with the clear presentation of sta- 
tistical data by means of charts and graphs. 
Shows how complicated data of many 
kinds can be put into easily intelligible 
form. Each basic type of statistical chart is 
analyzed in detail for suitability in pre- 
senting various types of data. Includes 
three-dimensionals. 270 ills., 316 pp. $6 


@ Send for these books. Save postage by 
remitting with order. Books returnable 


if not satisfactory. Address Dept. C-1. 


THE RONALD PRESS COMPANY 
15 East 26th Street, New York 10 
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to become leaders. Plans for the future 
should create conditions in which the 
Organization will so develop that it will 
at all times be prepared to adjust to 
change. Every member of the organiza- 
tion should be encouraged to initiate the 
revision of operating procedures which 
are no longer adapted to present needs. 

The subject matter in the book is well 
organized and thoroughly developed. 
There is much which will be of particu- 
lar interest to controllers. However, the 
study is really intended for the entire 
field of industrial management and for 
all levels of managerial employes who 
aspire to improve their own organiza- 
tions. 


DEPRECIATION TABLES 
UNDER THE 1954 INTERNAL 
REVENUE CODE* 


By Albert A. Hirsch 


Depreciation tables for the straight-line 
method, declining-balance method and 
sum-of-the-digits method are presented in 
a comparative manner to show the annual 
rates of depreciation for useful lives from 
three years to 50 years as well as cumula- 
tive rates. Treatment of midyear acquisi- 
tions is illustrated. The tables are con- 
tained in a handy pocket-sized book. 


* Published by the Albee Company, 972 
Broad Street, Newark 2, N. J. $2.50. 





EMBEZZLEMENT CONTROLS* 
By Lester A. Pratt 


Statistics as to the total annual embezzle- 
ment losses are incomplete because many 
of its victims refrain from publicizing 
their ill fortune. A careful review of all 
available information on this subject, how- 
ever, convincingly indicates that stealing 
by employes is costing American business 
enterprises upwards of $300 million a 
year. There are two elements to the crime 
of embezzlement: one is management's 
sin; the other is the embezzler’s contribu- 
tion. The first is temptation in which an 
employe is faced with the opportunity to 
steal either through inaccurate accounting 
procedures and/or lack of proper internal 


| control. The second element is a sudden 
| overwhelming need or desire for more 
| money. 


While no system of accounting or in- 
ternal control has yet been devised that 


| will absolutely prevent embezzlement, 
| much can be done to keep an apparently 


honest individual from misusing his em- 
ployer’s money. One of the purposes of 
this booklet is to indicate some of the 
steps that may be taken to accomplish this 
objective. 





*Copyright by Fidelity and Deposit Company 


of Maryland, Baltimore, Md. 4th printing. 





THE GOVERNMENT 
CONTRACT—HOW TO USE 
IT MOST EFFECTIVELY IN 
THE PUBLIC INTEREST* 


This pamphlet embodies the recom. 
mendations of MAPI concerning govern- 
ment contracts and includes detailed dis- 
cussions of such subjects as a basic phi- 
losophy in the employment of contractors, 
the control of profits under government 
contracts, audit of government contracts, 
contract cost principles and the organiza- 
tion and effectiveness of procurement reg- 
ulations. 


~ & Published by Machinery and Allied Prod. 
ucts Institute, 120 South La Salle Street, Chi- 
cago 3, Ill. 50¢. 


INDIVIDUALS’ SAVINGS: 
VOLUME AND 
COMPOSITION* 


By Irwin Friend 


A critical analysis and appraisal of the 
trends and determinants of saving in the 
United States. 

Dr. Friend’s study first describes and 

evaluates the major sources of published 
saving data and uses this information to 
test various theories of individuals’ sav- 
ing. 
The book then presents the statistical 
sources and procedures utilized in con- 
structing the annual and quarterly esti- 
mates of the U. S. Securities and Exchange 
Commission. These estimates are recon- 
ciled with other important government se- 
ries on saving, namely those of the U. S. 
Department of Commerce and the Federal 
Reserve Board. In quantitative terms, the 
author shows the slice: items neces- 
sary to go from one series to another and 
gives not only an annual but a rough 
quarterly reconciliation between the off- 
cial sets of saving estimates. 

Questioning the validity of several prev- 
alent views, Dr. Friend discusses various 
methods for projecting the flow of income 
into saving and consumption, and points 
out the fallacies in earlier reformulations 
of the relation of saving to income. His 
analysis of the role of saving is made on 
the basis of both historical and cross-sec- 
tional data. The scrutiny of cross-sectional 
ot consumer survey data is particularly 
concerned with those relating to the dis- 
tribution of saving among the different 
economic classes, 

Among the specific topics covered are 
individuals’ saving in currency and bank 
deposits, saving in savings and loan as- 
sociations, saving in securities, liquidation 
of mortgage debt in one- to four-family 
nonfarm dwellings, purchases of non- 
farm dwellings and construction by non- 
profit institutions, and individuals’ saving 
in other durable goods. 


* Published by John Wiley & Sons, Inc., 440 
Fourth Avenue, New York 16, N. Y. $5.00. 
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PROCEEDINGS OF THE FIRST 
CONFERENCE ON TRAINING 
PERSONNEL FOR THE COM- 
PUTING MACHINE FIELD* 


This publication consists of some 35 
outstanding papers relating to the various 
questions associated with educational and 
manpower problems brought about by the 
emergence of the automatic computer. As 
a result of extensive investigations, some 
idea of the magnitude of the manpower 
requirements at the various levels of com- 
petence was obtained. Basic questions deal- 
ing with educational practices and objec- 
tives are discussed at length in the pro- 
ceedings. 

Attention is given to the practical prob- 
lems of carrying out the urgent tasks of 
training and research by the several agen- 
cies involved. The roles of high schools, 
institutions of higher learning, and indus- 
trial and government training programs 
are presented and the optimum contribu- 
tion of each is indicated. 

* Published by the Wayne University Press, 
Detroit 1, Mich. $5.00. 


GUIDE TO SELECTED 
READINGS IN RECORDS 
MANAGEMENT* 


Records management is a new profes- 
sion that has stimulated a rapidly growing 
accumulation of literature. The Guide is 
a comprehensive selective listing of books 
and trade articles, pamphlets and papers 
on every aspect of the subject. The term 
“records management” covers day-to-day 
operations such as correspondence, forms, 
systems and procedures, as well as long- 
range programs like archives administra- 
tion and business history. 


* Published by National Records Manage- 
ment Council, 50 East 42nd Street, New York 
NY $2.85. 


OTHER BOOK ENTRIES 


INCOME TAX HANDBOOK—1955_ EDI- 
TION. By Eric Pusinelli. Pusinelli Pub- 
lications, 19 West 44th Street, New 
York 36, N. Y. $1.00. 

SIMPLE Facts ABOUT YOUR INCOME 
Tax. 1955 EpITION. By Eric Pusinelli. 
Pusinelli Publications, 19 West 44th 
Street, New York 36, N. Y. 35 cents. 

MANAGERIAL STATISTICS. By Kermit O. 
Hanson. Prentice-Hall, Inc., 70 Fifth 
Avenue, New York 11, N. Y. $6.35. 

AN INTRODUCTION TO Cost ACCOUNT- 
ANCY. By R. Warwick Dobson. Gee & 
Company (Publishers) Limited, 27-28 
Basinghall Street, London EC2, Eng- 
land. 25/-. 

SHOE MACHINERY: Buy OR LEASE? By 
Robert N. Anthony. National Shoe 
Manufacturers Association, 342 Madi- 
son Avenue, New York 17, N. Y. 
$3.50. 














UNION DEMANDS IN 1955 


May Require Changes in 
Your Group Gnsurance 


Be prepared by ascertaining in advance the 
cost of increased or new benefits which may be 
demanded. 

Our twenty-eight years experience in setting 
up and analyzing plans involving all forms of 
Group Insurance, is available on a reasonable 
fee basis. 

Often savings we develop on present cover- 
ages offset the cost of broader benefits. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 
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Tax Litigation 


Approximately one of every 19 income 
tax returns filed with the Federal Gov- 
ernment during fiscal 1953 came under 
special audit by revenue officials, according 
to Commerce Clearing House. The ones 
selected for audit were those with the larg- 
est potential for deficiency or overpay- 
ment of tax and were picked out on the 
basis of a preliminary “look-see” over the 
mass of returns. 

A CCH analysis of the annual report of 
the Commissioner of Internal Revenue 
showed that the rate of criminal prosecu- 
tion increased. An average of two of every 
five returns examined for fraud resulted 
in recommendations for prosecution, com- 
pared with the previous year’s ratio of one 
of three. Guilty pleas or convictions were 
gained against 68% of the defendants. 

Whether the taxpayer or the Govern- 
ment won most often in civil litigation, de- 
pended on the Court chosen by the tax- 
payer. The U.S. Tax Court sustained the 
Commissioner about twice as often as it 
ruled for the taxpayers. On appeal from 
Tax Court rulings, the Government won 
178 times and the taxpayer 128. But in 
the U.S. District Courts, it was another 
story. There the taxpayers won 178 cases 
and the Government 149. On appeal, the 
Government won 65 cases oak lost 39. 
And in the U.S. Supreme Court the tax- 
payer was listed as victor in three of the 
four decisions made. 

Interesting features in the compromise 
section of the report are pointed out by 
CCH. By far the greater number of com- 


Mathematical Tools for 


The four-day annual meeting of the 
American Statistical Association, the Econ- 
ometric Institute and the Institute of 
Mathematical Statistics, held in mid-Sep- 
tember in Montreal discussed the devel- 
opment of new mathematical techniques 
of changes in the economic climate. 

One of the subjects discussed was how 
to use the information that the individual 
businessman has about the business situa- 
tion without biasing it with his bad 
guesses. A four-year study of the sales and 
price expectations of 753 businessmen, 
carried on by the I. F. O. Institute for 
Economic Research in Munich, found that 
when businessmen attempt to predict 
changes that will take place two months 
later they wind up making a prediction 
for only one month ahead. It was also 
found that when businessmen attempt to 
estimate changes when trends are mixed 
they thave “a seeming predilection” for 
indifferent guesses. But once a persistent 
uniform trend is under way, the percentage 
of correct estimates increases. Another 
conclusion was that in predicting prices 
the businessmen are likely to exaggerate 
forthcoming upward movements and to 
minimize the downward movements, while 





in stating actual changes, they tend to 




















































promise offers arose because of the assess- 
ment of some specific or delinquency pen- 
alty. Also, stated CCH, it is surprising to 
note how many of the offers to compromise 
penalties were accepted in comparison 
with the compromise on the tax itself, 
Where the number of offers to compro- 
mise income, profits, estate and gift taxes 
totaled 4,276, only 1,699 were accepted, 
But out of 27,997 offers to compromise 
penalties, 26,486 were accepted. 

The Commissioner devoted a lengthy 
section of his report to explain the com- 
promise of civil litigation under the Inter- 
nal Revenue Code. In this he stated: 

“In compromising a civil liability, mu- 
tual concessions are essential to a valid 
compromise agreement. Where the liabil- 
ity is undisputed, or has been established 
by a valid judgment and there is no doubt 
as to the ability of the Government to col- 
lect, there is no room for mutual conces- 
sions, and therefore no basis for a com- 
promise. 

‘In cases where there is a bona fide dis- 
pute as to either a question of fact or of 
law with respect to liability for or collec- 
tion of taxes, interest and/or penalty, 
there is room for mutual concession. The 
adequacy of the concession or considera- 
tion sufficient to justify the acceptance of 
an offer in compromise is determined by 
the exercise of sound discretion, follow- 
ing a thorough analysis and evaluation of 
all the facts and circumstances applicable 
to each case.” 


Economic Forecasting 


minimize upward price movements and ex- 
aggerate downward movements. 

Similar studies of data collected over a 
ten-year period have been carried on in 
the United States. The findings of one 
study, while not strictly conclusive, sug- 
gest that business executives take account 
of information not available to the econo- 
mist when they make their predictions. 

A critique of the surveys of business- 
men’s intentions for spending on plant 
and equipment, carried on by the Office of 
Business Economics, Dept. of Commerce, 
shows that the annual surveys have cor- 
rectly anticipated a direction of change in 
those outlays for all years since 1945 and 
have closely approximated the size of the 
changes, except for 1950. The results have 
been somewhat less reliable when made on 
a quarterly basis and for particular indus- 
tries and particular companies. 

Officials from the Census Bureau and 
the Federal Reserve Board reported that 
their organizations were seeking new sta- 
tistical series on a variety of subjects and 
were preparing a new system of accounts, 
called the ‘‘flow of funds” account, which 
attempts to record all uses of money and 
credit by each of the major sectors of the 
economy. 
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Piecemeal Bank Mergers 


A new technique in bank mergers, re- 
cently tried out on a large scale when 
the Chemical Bank & Trust Company 
of New York merged with the Corn 
Exchange Bank Trust Company, is to 
integrate from the top down instead of 
from the bottom up. This results in a 
iecemeal merger, department by de- 
partment on a time schedule, instead of 
trying to do the whole job overnight or 
over a weekend. 

The merger of these two banks had 
been slated to begin October 25, 1954, 
but, following approval by the State 
Bank Supervisory Authorities, it was de- 
cided to merge as of the close of busi- 
ness on October 15. On the morning of 
October 16, a consolidated statement of 
conditions of the two banks had been 
made ready which meant an integration 
of the two banks’ general ledgers, the 
loan department and such essentials as 
reserve accounts in the Federal Reserve 
Bank. 

The pay roll divisions were consoli- 
dated on October 16 and on October 19 
the collection departments of both banks 
were integrated and by the 25th the per- 
sonnel departments were merged. Safe 
deposit facilities of the two institutions 
were not combined until October 29, the 
date upon which the investment port- 
folios of both banks were merged. Cor- 
porate trusts and personal trust divi- 
sions were consolidated November 5. 

Adjustment of the pension fund pre- 
sented special problems, as the Corn Ex- 
change had no pension plan while the 
Chemical plan was a contributory one. 
The Chemical paid the employer’s share 
of past service costs for Corn Exchange 
employes and left it to them whether 
they wished to pay in enough as their 
contribution for past services to make 
their pensions equal to those to be paid 
to the original employes of Chemical. 
If the Corn Exchange employes did not 
wish to make up the past contributions, 
they would retire with smaller pensions. 


Government Savings 


Total $14 Billion 


The reduction of nearly $14 billion 
in proposed government expenditure 
programs since President Eisenhower 
took office is the largest cut of its kind 
in any such period in the Nation’s his- 
tory, according to Rowland R. Hughes, 
director of the Bureau of the Budget. 
In a recent speech before the American 
Bankers Association, Mr. Hughes ob- 
served that on a per capita basis the ex- 
penditures had been cut from $486 
planned for last year to $390 this year. 
Net federal expenditures for the current 
fiscal year are estimated at $3.6 billion 
less than for last year and $13.9 billion 
less than had been estimated for last year 
by the preceding administration. 
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CONTROLLERS 


MARCH 31 


THURSDAY 
A.M. SESSION 


LUNCHEON 


P.M. SESSION 


BANQUET 


APRIL 1 


INSTITUTE 
OF AMERICA 


Sponsored by the Tulsa Control 


PROGRAM 


Subject: Electronic Computers 
Speaker: Luther Harr, assistant sales manager, Electronic 
Computer Department, Remington-Rand, Inc., New York 


Subject: Social Responsibilities of the Businessman 
Speaker: R. H. Collacott, assistant to chairman of the 
Board, The Standard Oil Company (Ohio), Cleveland 


Subject: Industrial Financing 
Speaker: G. W. Welsch, Lybrand, Ross Brothers and 
Montgomery, Dallas, Texas 


Subject: Timber Line 
Speaker: Dr. Kenneth McFarland, Topeka, Kansas 





FRIDAY Subject: The Future of Atomic Power in Industry 
A.M. SESSION Speaker: Eldred H. Scott, controller, The Detroit Edison 
Company, Detroit, Michigan 
LUNCHEON Subject: Giving Budgeting Appeal to the Foreman 
Speaker: Harry Woodhead, vice president and general 
manager, Douglas Aircraft Co., Inc., Tulsa, Oklahoma 
P.M. SESSION Swbject: Government Regulations and Business Initiative 
Speaker: Gene M. Woodfin, Vinson, Elkins, Weems and 
Searles, Houston, Texas 
Special Entertainment Features 
BEING PLANNED 
Oil Capital of the World 
MAYO HOTEL MARCH 31 - APRIL 2 
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Sales Executive Cautions Controllers 


on ‘Figure Approach”’ to New Sales Ideas 


Weighing every new sales idea in terms 
of the dollars-and-cents returns will kill 
initiative in the sales department. Accord- 
ing to Marshall S. Lachner, vice presi- 
dent in charge of soap sales for the Col- 
gate Palmolive Company, Jersey City, fi- 
nancial executives who have been “trained 
in the cold facts of figures” tend to over- 
look the sales advantages of a new idea 
and to consider only what has been suc- 
cessful before. 

Controllers, the speaker concluded, 
should understand the salesman’s ability 


to perceive the possibilities of the un- 
usual, and should look for success instead 
of worrying about failure. “Back us up 
with confidence and dollars,” he urged. 
“Help us to continually seek the new idea, 
the new package, the new label, the new 
promotion. And let us continually seek 
new markets for our present products.” 
Explaining the lack of understanding 
between the sales and accounting sides 
of a business, James C. Olson, partner in 
the management consulting firm of Booz, 
Allen & Hamilton, said at the same meet- 
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MASS-PRODUCE 
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With the mad scramble for busi- 
ness predicted by the experts for 
the months ahead, your com- 
pany’s sales staff will need all the 
facts and figures you can muster. 

Just as automatic techniques 
have revolutionized production, 
the new push-button methods 
and wonder machines now avail- 
able at STATISTICAL make pos- 
sible a service geared to give your 
company the ammunition you 
will need to mass-produce sales. 

Through the magic of the new 


CHICAGO 
53 W. Jackson 
HArrison 7-4500 


NEW YORK 
89 Broad Street 
WHitehall 3-8383 


NEWARK 
National-Newark Bldg. 
MaArket 3-7636 


411 N. Tenth St. 
CHestnut 1-5284 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 


mechanical-brain equipment, 
STATISTICAL can help you get the 
facts about every angle of your 
sales and distribution picture— 
accurately and in the shortest 
possible time. This includes valu- 
able data heretofore unavailable 
because of its high cost through 
manual methods. 

It will pay you to get the com- 
plete story on this work-saving, 
cost-cutting service. Just phone 
or write our office nearest you. 
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STATISTICAL TABULATING COMPANY 


Established 1933 ¢ Michael R. Notaro, President 
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ing of the New York City Control of 


Controllers Institute, “Cost control in 
selling is tougher to attain than cost 
control in manufacturing. In the latter, 
control of the cost of making a unit of a 
definite product is enough. In selling, the 
cost of performing a distribution func. 
tion is controlled. That cost will vary with 
product lines, with customer groups and 
with distribution channels. The end re. 
sult of the sales effort—the dollars of 
sales—will vary, too often with little rela- 
tion to effort. Large portions of the sell- 
ing expense are indirect and difficult to 
apportion on a wholly logical basis. In- 
dividual differences in sales personnel and 
in customers must be taken into account, 

“Budgeting begins with the sales fore. 
cast. You can’t do practical budgeting 
until you get it.” 





Office Salaries Surveyed 

The year 1954 marked the turning 
point in a trend of snowballing pay in- 
creases for office workers, says the Na- 
tional Office Management Association, 
egy ag According to NOMA fig- 
ures, Office salaries have skyrocketed an 
average of 53% since 1947, in some 
cases as high as 70% and the average 
private secretary today is earning 66% 
more than she did eight years ago. Al- 
though clerical wage rates on the whole 
continued upward last year (1954), the 
1954 increase is much smaller than any 
of the annual gains scored during the 
preceding seven years. 

Using averaged figures covering seven 
specific clerical jobs in eleven different 
cities, this was the salary trend which ap- 
peared: 

In 1947, 1948, 1949 and 1950, there 
was a two dollar average increase over 
each preceding year. In 1951 the average 
clerical salary gain was three dollars. In 
1952 another three dollars was added. In 
1953 the figures jumped to four dollars. 
Then last year, the average increase 
dropped to only one dollar. 

Stenographers and transcribing machine 
operators are receiving pay envelopes 
53% heavier today than eight years ago. 
Typists have increased their wages by 
58%. The average company switchboard 
operator earns 62% more today than in 
1947. 


Bank Accounting Book 


“Modernizing the Accounting System 
of the Medium-Sized Bank” is the title 
of an 86-page book by J. Burnett Lap- 
ham, cashier of Commercial National 
Bank, Latrobe, Pa. The author recom- 
mends a modern accounting system es- 
pecially adapted to the requirements of 
banks with about $5 million assets. 
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wife’s tax domicile was with her hus- 
band.73 

Interest may be accrued as a deduction 
though payment is doubtful.74 

Accruals for work to be done in a later 
year are not allowed unless the estimates 
are computed on a reasonable basis.*° 
Similarly, reserves for container ‘‘depos- 
its’ and for estimated cost of future back- 
filling in stripmining have been denied 
accrual taxpayers.*® Under Sections 461 
and 462 of the new Code, reserves for 
estimated expenses have been accorded 
wide application. 

Separate consideration paid for non- 
competitive agreement is amortizable by 
buyer and ordinary income to seller.*7 

Compensatory stock options constitute 
taxable income when received and not 
when exercised.78 

Time as well as demand promissory 
notes as compensation are deductible by 
an accrual basis taxpayer paid to a cash 
basis employe within two and one-half 
months after the close of the employer’s 
fiscal period.*® 

Kickbacks to purchasing agent are ex- 
cludible from seller's income on the theory 
that the intriguing seller had no claim of 
right to the increase in price which passed 
to the purchasing agent. Legally, this de- 
cision is incorrect. The taxpayer did have 
a claim of right in contract even though 
such claim of right might be contrary to 
public policy. The practice of kickbacks 
is not so widespread as to make such 
practice morally proper.8° Kickback pay- 
ments made to employes of customers are 
not deductible as business expenses if 
made in violation of the Federal Trade 
Commission Act or the Packers and Stock- 
yards Act.*! 

A ten-year gift in trust qualifies as a 
present valued contribution limited to 
20% of personal adjusted gross income 
or to 5% of corporate income.®? 

Deposits constitute accrued income de- 
spite liberal refund policy when the pos- 
sibility of refund is only a contingent 
liability.88 Prepaid newspaper subscrip- 
tions, however, are accruable when re- 
ceived.84 Section 452 of the 1954 Code 
makes provision for reporting such 
bunched-up income ratably over a num- 
ber of years. 

Hedging losses are fully deductible pro- 
vided they were incurred to insure against 
inventory losses due to market fluctua- 
tions.5 

Expense of seeking employment is non- 
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Tax Highlights of 1954 (Continued from page 65) 


deductible.S® Like corporate organization 
expenses, perhaps, they should** be de- 
ducted when employment terminates un- 
der the 1939 Code, or should be amortized 
over five years or more under Section 248 
of the current Code. 

Advances by purchasing corporation to 
insolvent pension trust of seller held de- 
ductible to salvage the earlier one for it- 
self.88 This decision is contrary to the 
usual rule where the purchaser of claims 
against an insolvent estate was not en- 
titled to a bad debt deduction. 

Depreciation deductions after lessee's 
improvements have been written off are 
not allowed the heirS® or the purchaser 
from the lessor.9° 

Depreciable improvements may be 
amortized by the tenant over the short 
term of a nonrenewable lease, though the 
lessor is a related party.®! 

Tenant's cost of replacing worn-out 
machinery is deductible where the te- 
placement is made under the terms of a 
lease.9? 

Customer list is ordinarily deemed to 
be goodwill which cannot be depreciated 
and cannot be written off as you lose in- 
dividual customers.®? But upon abandon- 
ment of the entire business arising from 
such list, you may take a loss.%4 

Casualty loss is allowed for damage 
due to accumulated moisture from excess 
rainfall because the primary cause of the 
damage was a sudden, unexpected and 
unusual collapse of the building.®° 

Bad debt reserve deduction by formula 
is not binding if the amount arrived at 
thereby is historically unreasonable.** 

Loss not covered by insurance is not 
deferrable beyond the year of loss.% 





FOR ALL NOISY 
OFFICE MACHINES 


However, where there is doubt as to the 
extent of the insurance coverage, the loss 
is deferrable.9% 

The cancellation of a burdensome lease 
yields a deduction for the tenant limited 
to the cost therefore.99 

Advice on legislation is not lobbying 
and therefore its cost is deductible.1° 


OPERATING LOSSES 
Excess profits credit carry-back is al- 
lowed from year of liquidation.1% 
Overpayment of tax may offset a barred 
tax deficiency where the overpayment re- 


(Continued on. page 88) 





ACCOUNTANTS 


Foreign Employment 


Graduate Accountants with min- 
imum 2 years’ Accounting or Of- 
fice Management experience. 
Must be capable of reading, 
speaking and writing ARABIC. 
Write giving full particulars re- 
garding personal history and 
work experience. Please include 
telephone number. 


Recruiting Supervisor, Box 19 
ARABIAN AMERICAN 


OIL COMPANY 


505 Park Avenue 
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Tax Highlights of 1954 


(Continued from page 87) 


sults from a carry-back of a net operating 
loss under the principle of equitable re- 
coupment.1 

Carry-back of loss originating in a year 
after the repeal of World War II excess 
profits tax must be reduced for interest 
paid on borrowed capital. 

Net operating loss under a creditor 
compromise must be reduced by the 
amount by which creditors discounted 
their claims, even though they occurred 
in subsequent years.1°4 

Side venture loss is allowed as a de- 
ductible operating loss.10 


TAX PROCEDURE 

Priority of tax liens is governed by the 
time order in which they are filed except 
that the federal tax lien is ineffective until 
recorded! and is given priority in cases 
of insolvency.107 

Wife is liable for tax deficiency and 
fraud penalty where the husband filed a 
joint return without her signature and she 
did not file a separate return.1°8 

Six-year statute of limitations in criminal 
tax fraud does not necessarily toll in the 
absence of evidence to the effect that the 
taxpayer fled from the district where the 
offence was committed, normally where the 
alleged fallacious tax return was filed.1° 
The general rule, however, is that where 
a taxpayer must file a tax return in a ju- 
dicial district other than in the one in 
which he lives, this statute of limitations 
does not run with the consequence that 
he remains in jeopardy.11° Under Section 
6531 of the 1954 Code the period is sus- 
pended while the taxpayer is outside the 
United States or is a fugitive from jus- 
tice. If the complaint is instituted before 
the proper United States Commissioner, 
the period is suspended only nine months. 

Negligence penalty applies in a tax- 
payer's return where an accountant omitted 
income about which he was informed.1! 

Transferee liability does not attach to 
those who did not receive property from 
a liquidated corporation. They are not 
liable at law or in equity for the corporate 
obligations even though they are enriched 
thereby.1!2 

Penalties to the extent of 100% are im- 
posed if withholding taxes are misappro- 
priated.148 

Delayed election of taxing installment 
sale profit is not fatal.1!4 

Beneficiary is liable for insured’s un- 
paid taxes if his estate is beneficiary,1® 
but not when paid directly to individual 
beneficiary.14° A wife-beneficiary of life 
insurance proceeds is not liable as a 
transferee. This latter situation is dis- 
tinguishable from the situation in which 
the deceased husband was insolvent and 
had income tax liabilities prior to his 
death,117 


FOOTNOTES 


*T. G. Briggs; Darrell Clark v. USS, 
C.C.A.-4, July 28, 1954, despite Wilcox, 327 
Us S. 404 to the contrary. 

* Arthur H. Marienfeld, C.C.A.-8, July 12, 
1954. 

* Ace Tool & Eng. Inc., 22 T.C. No. 101. 

*R.R. 54-4. 

5R.R. 54-412. 

* Release I.R.-080, August 24, 1954. 

* Campbell v. Prothro, C.C.A.-5, Para. 72,302 
P-H Fed. 1953. 

5 Holahan, 21 T.C. No. 57. 

® Charles T. Fisher, C.C.A.-6, 209 F(2d) 513, 

*® Willard Helburn, Inc., C.C.A.-1, July 22, 
1954, affirming 20 T.C. No. 106. 

% Timken-Detroit Axle Co., 21 T.C. No. 85, 
contrary to Batten, Barton, Durstine & Osborn, 
Inc. (C.C.A.-2) 171 F(2d) 474; H. W. Porter 
& Co. (C.C.A.-3) 187 F(2d) 939; and Rol- 
lins, Burdick, Hunter Co., C.C.A.-7, 174 F(2d) 
698. 

*R.R. 54-106. 

* Loesch & Green Construction Co., C.C.A.-6, 
211 F(2d) 210, reversing Para. 52,351 P-H 
Memo T.C.; J. H. Robinson Truck Lines, Inc. 
v. Com’r, CGA.-5, 39 A.F.T.R. 788. 

* Glenshaw Glass Co., C.C.A.-3, 211 F(2d) 
928; William Goldman Inc., 19 T.C. 637, af- 
firmed C.C.A.-3, April 9, 1954. 


*® Obear-Nester Glass Co., C.C.A.-7, Novem- 
ber 15, 1954. 
* General American Investors Co., Inc. 


C.C.A.-2, March 9, 1954. 
* Reginald Turner et al., 
Memo T.C 
* John % Bradley, Para. 54,076 P-H Memo 


Para. 54,142 P-H 


Ex 

” E. E. Black, Ltd., C.C.A.-9, April 15, 1954. 

*1.T. 4027, 1950-2 C.B. 9 to the contrary 
appears repudiated. Ruth Hahn, Para. 54,103 
P-H Memo T.C. 

1, Brown, 22 -1.C. No. 21. 

= Blatt, 305 U.S. 267; Section 109 (1954 
Code). 

% Ethel S. Amey, 22 T.C. No. 95. 

* National Steel Co., 129 N.Y.S.(2d) 914. 

* Girard Trust Corn Exchange Bank, 22 T.C. 


No. 168. 
* Breeze Corporations, Inc., Ct. Cls., Janu- 


ary 5, 1954. 

* Andrew Dingwall, C.C.A.-2, 211 F(2d) 
921, reversing Para. 52,247 P-H Memo T.C., 
and following Thomas Thompson, C.C.A.-4, 
203 F(2d) 820. 

*8 Est. of Lionel Weil, 22 T.C. No. 158. 

* R.R. 54-76, 54-77. 

® Est. of Robert R. Gannon, 21 T.C. No. 121. 

RR. 54-51. 

* RR. 54-139. 

* Kimbell-Diamond, 
187 F(2d) 718. 

* Kanawha, C.C.A.-5, July 21, 1954, revers- 
ing 19 T.C. 1017. 

*® RR. 54-518. 

* Fern R. Zenz, C.C.A.-6, June 11, 1954. 

Est. of Ida S. Godley, C.C.A.-3, May 28, 
1954, reversing 19 T.C. 1082, following Fan- 
nie Hershon Trust, C.C.A.-2, May 17, 1954, re- 
versing Para. 53,106 P-H Memo T.C. 

8 Com’r v. Sullivan et al., C.C.A.-5, Feb. 23, 
1954. 

*® Natural Gasoline Corp., 21 T.C. 439. 

“Tobacco Products Export Corp., 21 T.C. 
625. 

** Hunter Manufacturing Corp., 21 T.C. 424. 

“Carl Reimers, C.C.A.-2, Mar. 17, 1954, 
affirming 19 T.C. No. 137. 

* Miller, 37 B.T.A. 830; Scruggs-Vander- 
voort-Barney, Inc., 7 T.C. 779(A). 

“Est. of Jacques Ferber, 22 T.C. No. 35; 
Garrett, 120 F.Supp. 193; contra Ehrmann, 
C.C.A.-9, 120 F(2d) 607. 


14 T.C. 74, affirmed 
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*Com’r v. Fortee Properties, Inc., C.C.A.-2, 
April 5, 1954, reversing 19 T.C. 99. 

* McCue Bros. & Drummond, C.C.A.-2, 210 
F(2d) 752, affirming 19 T.C. 667, following 
Golonsky, 200 F(2d) 72. 

“Louis W. Ray, C.C.A.-5, 210 F(2d) 390, 
but in Starr Bros. Inc., C.C.A.-2, 204 F(2d) 
673 the consideration received for the release 
of an agency contract to the principal yielded 
ordinary income. 

# Albert T. Felix, 21 T.C. No. 90. 

“Vern W. Bailey, 21 T.C. No. 76. 

” Est. of Lauson Stone, C.C.A.-3, 210 F(2d) 
33. 

Anderson Co., C.C.A.-2, July 29, 1954, re- 
versing 19 T.C. 1130. 

® Albert J. Goldsmith, 22 T.C. No. 139. 

% Sailer v. Campbell, U.S. Dist. Ct., N.D. of 
Texas, Dallas, Div. No. 5403, July 9, 1954. 

* Breece Veneer and Panel Co., 22 T.C. No. 
Riz. 

® Julius Long Stern, C.C.A.-3, September 17, 
1954, reversing 21 T.C. No. 18. 

® Arnold F. Meyer, C.C.A.-7, May 18, 1954, 
reversing Para. 72,632 P-H Fed. 1952. 

RR. 54-26. 

8 Mary Miller, 22 T.C. No. 41. 

° RR. 54-190. 

© R.R. 54-465. 

* RR. 54-521, LR.B. 1954-39. 

® George Gordon Urquhart, C.C.A.-3, August 
24, 1954, reversing 20 T.C. No. 133. 

® Union Investment Co., 21 T.C. 659. 

“ Murray Seasongood, 22 T.C. No. 87. 

® Anderson, U.S. Dist. Ct. W.D. of S.C., Jan. 
9, 1954. 

® Merrill, C.C.A.-9, March 2, 1954, reversing 
in part Para. 72,440 P-H Fed. 1952. 

“FE. H. Sheldon & Co., C.C.A.-6, July 27, 
1954, reversing in part 19 T.C. 481. 

@R.R. 54-147. 

®U.S. v. H. H. C. Weed, U.S. Dist. Ct. E.D. 
of Mo. E. Div., May 11, 1954. 

"Cone, Para. 54,162 P-H Memo T.C.; 
Stuart Bart, 21 T.C. No. 102; Clifford Yew- 
dall, Para. 54,087 P-H Memo T.C.; contra Had- 
wen Fuller, 21 T.C. 407. But see H. C. Allen, 
C.C.A.-5, November 16, 1954 affirming Para. 
72,118 P-H Fed. 1954, following Pollak, 
C.C.A.-3, 209 F(2d) 57 and Fox, C.C.A.-2, 
190 F(2d) 101. The Tax Court holds to the 
contrary in Stamos, 22 T.C. No. 108. 

>RUR, 54-57. 

"William B. Watkins, 
38010, February 23, 1954. 

*™ Hammond, C.C.A.-5, 209 F(2d) 761, af- 
firming 20 T.C. 285. 

“ Edward L. Cohen, 21 T.C. No. 99. 

™C. W. Patsch, C.C.A.-3, 208 F(2d) 532. 

® Robert Knobel, Para. 54,209 P-H Memo 
T.C.; Jenkins, Para. 54,031 P-H Memo T.C. 

"Clarence Clark Hamlin, C.C.A.-10, 209 
F(2d) 761, affirming 19 T.C. 718. 

* McNamara, C.C.A.-7, 210 F(2d) 505, re- 
versing 19 T.C. 1001. 

® Mid-State Products Co., 21 T.C. No. 78. 

“Estate of R. W. Laschells, C.C.A.-6, 208 
F(2d) 430, reversing Para. 52,086 P-H Memo 
T.C.; Lilly 343 U.S. 90: 

*R.R. 54127, LR.B. 1954-3. ° 

*’R.R. 194. 

* Wallace A. Moritz, 21 T.C. 622. 

“ Beacon Publishing Co., 21 T.C. 610. 

* Fulton Bag & Cotton Mills, 22 T.C. No. 
126. 

“Raymond L. Collier, Para. 54,253 P-H 
Memo T.C. 

* Reinhold, 144 F(2d) 390. 

*Scovill Mfg. Co., C.C.A.-2, August 24, 
1954, reversing Para. 72,577 P-H Fed. (1953). 

* Albert L. Rowan, 22 T.C. No. 105, follow- 
ing Pearson, C.C.A.-5, 188 F(2d) 72 and 
Moore, C.C.A.-9, 207 F(2d) 265. 

” Frieda Bernstein, 22 T.C. No. 140. 

" Fort Wharf Ice Co., 23 T.C. 30. 

“ Journal-Tribune Publ. Co., C.C.A.-8, Oc- 
tober 26, 1954, reversing 20 T.C. 654. 

* Anchor Cleaning Service, 22 T.C. No. 124. 


T.C. Memo No. 
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* Metropolitan Laundry, 100 F. Supp. 803, 
41 A.F.T.R. 297. 

*® Delbert P. Hesler, Para. 54,282 P-H Memo 
EG 

*S. W. Coe & Co., C.C.A.-7, November 10, 
1954, affirming Para. 72,738 P-H Fed. 1953. 

” Harry Brown, 23 T.C. No. 20. 

* Harwick, 184 F(2d) 835, affirming Para. 
49,243 P-H Memo T.C. 

” Troc. Inc. v. U.S. Dist. Ct., N.D. of Ohio, 
W. Div. No. 7126, September 30, 1954; Cleve- 
land Allerton Hotel, 166 F(2d) 805, 36 
A.F.T.R. 862. 

Smoky Mountains Beverage Co., 22 T.C. 
No. 156. 

1 A. I. Brainard et al., D.C. W.D. Texas, 
Austin Division, Dec. 15, 1953; contra A.B.C. 
Brewing Corp. 20 T.C. No. 71. 

® Com’r v. Van Bergh, C.C.A.-2, 209 F(2d) 
23, January 6, 1954, reversing 18 T.C. 518, dis- 
tinguishing Lenthesser, 18 T.C. 1112, dismissed 
C.C.A.-7, and Bouchey, 19 T.C. 1078, pending 
C.C.A.-9, both involving tentative carry-backs. 

National Fruit Product Co. Inc. v. U.S., 
C.C.A.-4 199 F(2d) 754, contra Flory Milling 
Co. Inc... 2) T€. 432. 


™ Schaal, Para. 53,365 P-H Memo T.C. 

** James Palermo, Para. 54,180 P-H Memo 
y igi 

Sec. 3672 ILR.C. 1939 and Sec. 6323 I.R.C. 
1954. 

7 U.S. v. City of New Britain, U.S. Sup. Ct. 
No. 92, February 1, 1954. 

™ W.L. Kann, C.C.A.-3, 210 F(2d) 247; 
see also Howell, C.C.A.-6, 175 F(2d) 240. 

™ Beard, U.S. Dist. Ct. of Md., 118 F. Supp., 
297, Jan. 26, 1954; but see Albanese, U.S. Dist. 
Ct. S.D. of N.Y., January 14, 1954. 

" Secs. 145(b); Sec. 3748 I.R.C. of the 1939 
Code. 

™ Vern W. Bailey, 21 T.C. No. 76. 

Denton, 21 T.C. 295. 

™ R.R. 54-158. 

™4 Scales v. Com’r, C.C.A.-6, 211 F(2d) 133, 
reversing 18 T.C. 1263, following Eversman, 
133 F(2d) 261. 

“5 Kieferdorf, 142 F(2d) 723. 

“° Rowen, C.C.A.-2, Sept. 9, 1954, reversing 
18 T.C. 874, and Tyson, C.C.A.-6, April 28, 
1954, 212 F(2d) 16. 

“? Pearlman, C.C.A.-3, 153 F(2d) 560. 





The only addressing system that prints directly 
from card masters to any type of material (en- 
velopes, booklets, etc.)...or to a mailing tape. 
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V CHECK THESE UNBEATABLE ADVANTAGES: 


v¥ CHEAPEST POSSIBLE ADDRESS 
MASTER 


SON 
MRS. FRANKLIN P.WATSO! 


7788 JACKSONVILLE AVE. 


PHILA.PAs 





Paper, instead of metal or other 
stencil material. 


Prepare at high speed with ordinary 
typewriter. 


Eliminate duplicate lists. 


Reduce filing to 1/16 the space re- 
quired by regular stencils. 


Vv SELECTIVITY AND FLEXIBILITY WITH 
TAB CARD MASTER 





Hitt 


Any tabulating machine card can 
also serve as a Scriptomatic Master. 


Scriptomatic masters can be made 
on continuous form cards, accounts 
receivable ledger, needle sort cards, 
etc., in any size and employing any 
amount of copy area. 


PARTIAL LIST OF SCRIPTOMATIC USERS 
OWNING FROM ONE TO 12 SCRIPTOMATICS 


*National Education 
Association of America 
New York Tuberculosis & 
Health Assoc. 
*Walter Field Co. 
*Wesleyan University 
Press, Inc. 


*U. S. Navy 


*Readers Digest 
*Grit Publishing Co. 


*State Finance Co. 
U. S. Treasury Dept., 
Bureau of Distribution 
Concert Hall Society 


*Journal of Living 
*Jackson & Perkins 
Lana Lobell 
Hooper-Holmes Bureau 
Lewis Howe Co. 
Tohuku Electric Power Co.,Japan 
Lockheed Aircraft Corp. 


(*More than one Scriptomatic) see 


Write for actual case studies and descriptive material. Discover now, 


at no obligation, if Scriptomatic can 
improve your specific procedures. 


SCRIPTOMATIC INC. 





318 North ith Street, Philadelphia 7, Pa. 








NOTE: Sales-Service organizations with nec- 
essary experience and qualifications 
are invited to discuss open territory. 
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i “Boosts sales — now we can 
reach jobbers, retailers almost 
over-night.”’ 
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—can mail as needed.” 





“Mailings go through smooth as 
silk — no more confusion, no 
more over-time.” 
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INSERTING & 
MAILING MACHINE CO. 


PHILLIPSBURG, NEW JERSEY 
(CO Send WIDER HORIZONS WITH MECHANIZED 
AILING, 


Ci Tell us more about economy of INSERTING 
& MAILING MACHINE, 


Name 





Firm 
Address 
City State 














During the second quarter céntury, 
spurred by the income tax, attention 
shifted from balance sheet to income state- 
ment. Profit ceased to depend upon the 
increase in value and instead became the 
excess of gross income realized over the 
costs fairly chargeable against it. The bal- 
ance sheet no longer showed net worth 
(although loose usage of the term has out- 
lasted what it once correctly described) 
but only unamortized costs in year-of-pur- 
chase dollars. 

Later, inflation and LIFO reduced the 
figures for facilities and inventories to 
undecipherable heterogeneities. While the 
figures for money and amounts receivable 
and payable in money are still useful they 
cannot by themselves maintain more than 
a minor place for the once important bal- 
ance sheet. 

We need also a statement of invested 
capital in terms that will have real mean- 
ing and utility. The recently renewed at- 
tention to this subject gives grounds for 
hope that during this, the third quarter 
of the century the balance sheet may be 
brought back to greater usefulness. We 
need to be able to chart the relations 
among profits, sales and capital and the 
effect of various rates of growth and price 
level changes on each. Each concern 
should, among other things, know how 
many dollars of each kind of capital it 
takes for each additional dollar of sales; 
how the relation between depreciation and 
replacements differs at various rates of 
physical and price growth and how profits 
should tie in with the rate of expansion. 
It is practically impossible to understand 
these things when only the sales are ex- 
pressed in the English language while the 
capital and to a lesser extent the profits 
are shown in mongrel tongues. 


DIAGNOSIS AND PRESCRIPTION 


The balance sheet has suffered because 
it has been based on a faith in the stability 
of the dollar which nobody, not even an 
accountant, will accept as a basis for his 
own remuneration. 

The LIFO movement eliminated part of 
this make-believe from the income state- 
ment but in doing this it further reduced 
the meaning of the balance sheet. Very 
likely this was the only way to get the 
idea across to a traditional and illogical 
world. Even better results for the income 
statement could, however, have been com- 
bined with improvements in the balance 
sheet by a more logical approach to the 
problem. The need for correction was 
between the past and the present and not, 
as LIFO made it, between the present and 
the future. The same change could have 
been made in the income by increasing 
the figures on the opening balance sheet 
instead of by reducing the ones on the 





Measuring Sales, Gross Assets and Invested Capital 
and Comparing Them to Profits 


(Continued from page 62) 


‘closing balance sheet. The logical and 


proper remedy would be to bring the past 
up to date and not to perpetuate unin. 
terpreted mixtures of past obsolescence in 
all future balance sheets. 

The solution is to adopt a new conven- 
tion, that the dollar does not change 
within any single accounting period, such 
as the fiscal year, but that between periods 
changes should be recognized. Then we 
should agree on some standard objective 
price index for translating the figures 
carried over from the dollars of the one 
year to the dollars of the next. Appraisals 
are undesirable because they introduce 
factors of gain or loss peculiar to the in- 
dividual business. These should not be 
adjusted out but when the general pur. 
chasing power of the dollar changes the 
amounts in old dollars should be trans. 
lated into new dollars of equal purchas. 
ing power. The real monetary unit is a 
quantum of purchasing power and not a 
name on an engraved piece of paper. 


UP-TO-DATE BALANCE SHEET 


Now the closing balance sheet of one 
year becomes automatically the opening 
balance sheet of the next. Under the pro- 
posed convention the closing balance sheet 
would be expressed in dollars of the year 
then ending while the next opening bal- 
ance sheet would be the same balance 
sheet translated into the dollars of the 
year then beginning. Three parallel bal- 
ance sheets would be published (1) end 
of current year, (2) beginning of current 
year, and (3) end of preceding year. The 
first two would be in dollars of the cur- 
rent year while the third would be as 
published the preceding year in dollars of 
that year. Adjustment between (3) and 
(2) would have to be made retroactively 
at the time when (1) was being prepared. 
Adjustments would be recorded separately 
and the conventional figures would still 
be available until the users are re-edu- 
cated. After that, only the antiquarians 
will have any further use for the old-style 
reports. 

If, for example, prices increase 5 per 
cent between 1960 and 1961 all the fig- 
ures on the closing balance sheet for 1960 
would be increased 5 per cent to get the 
opening figures for 1961. If, instead, 
prices had decreased all these figures 
would have been reduced. This assumes 
that all the figures for 1960 had previ- 
ously been expressed in 1960 dollars. 
Monetary items in the closing balance 
sheet would always be in the dollars then 
current. Prior to the inauguration of the 
new convention, however, the nonmone- 
tary items would be expressed in dollars 
of the year of purchase. Hence the first 
year, then, would have to be analyzed by 
year of purchase (perhaps FIFO basis) and 
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then translated from the dollars of such 
years into the dollars of the year preced- 
ing the beginning of the new plan. There- 
after all items would be expressed in dol- 
lars of the same year. 


EFFECT ON EARNINGS 

The net figure for facilities at the end 
of 1960 would be increased by 5% for 
translation into 1961 dollars. All 1961 
changes, including depreciation, would be 
made in 1961 dollars. At the end of 1961 
there would be a new balance to be trans- 
lated from 1961 into 1962 dollars. Con- 
ventional profits would be changed to the 
extent of the change in depreciation. 

All liabilities and current assets (in- 
cluding inventories at FIFO) would be 
conventional figures at the end of the 
year but they would differ in the opening 
balance sheet. Suppose the net current as- 
sets amounted to $1,000,000 at the end 
of both 1960 and 1961. The conventional 
figures would show neither profit nor loss 
from this source. The revised figures, how- 
ever, would show that the $1,000,000 at 
the end of 1960 was equivalent to $1,050,- 
000 of 1961 dollars. Hence, the conven- 
tional profit for 1961 would be reduced 
by $50,000. 

The differences in the figures between 
the closing balance sheet for 1960 and 
the opening balance sheet for 1961 would 
not represent gain or loss. There could 
not be any because the two sets of figures 
would describe precisely the same things. 
They would differ only because of the dif- 
ference in the unit of measurement. When 
the tape shrinks the distance does net in- 
crease. The change in the figures can be 
compared with that between 4 and 16 
when quarts are substituted for gallons, 
between 2 and 24 when inches are sub- 
stituted for feet, between 2 pounds ster- 
ling and 5.6 dollars or between French 
and German words for the same thing. 

This is set forth more fully on page 
567 of THE CONTROLLER for Decem- 
ber 1951. 

The results of the proposed convention 
would not be any nearer to perfection 
than, for example, depreciation allow- 
ances, but they would be as much better 
than the present practice as the conven- 
tional depreciation accounting is better 
than the practice before the fact of de- 
preciation was recognized. In one case, as 
in the other the margin of error would be 
compensatory rather than accumulative. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 








BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK, N. Y. CHICAGO 
PITTSBURGH ST. Louis 
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Case histories prove 


DITTO saves 


Throughout America, industries 
have turned to pitro One-Writing 
Systems to cut mounting paperwork 
costs, in the office and in the plant. 
DITTO substitutes a speedy simple 
duplicating process for time consum- 
ing, costly hand written or typed 
operations. The result? Valuable 
time saved, errors avoided—overall 
costs cut. DITTO One-Writing Systems 
are not ‘“‘cut and dried”’ but com- 
pletely flexible and tailored to your 
company’sexact needs for forms and 
methods. Results like these* shown 
can be yours. Fill out the coupon 
for complete information today. 
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DITTO, Inc., 604 So. Oakley Blvd., Chicago 12, Ill. 

In Canada: DITTO of Canada, Ltd., Toronto, Ontario 
Gentlemen: 

At no cost or obligation, please send me more information on 
how you can save us money, time and effort with the DITTO 
One Writing System for 
(| Payroll [_] Inventory Control [] Hospital Admittance 
[_] Order Billing [_] Production [_] Purchase-Receiving (_] Other 
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Rise in Fringe Benefits Noted 

Supplements to wages and salaries in 
1954 in the form of welfare benefits rose 
to a new high of $10.4 billion. The ratio 
of such payments to total wages and sal- 
aries paid increased to 6.4%, also a new 
high. Of the estimated $10.4 billion, pay- 
ments for pensions and welfare funds rose 
to an estimated $5.4 billion. Payments for 
unemployment insurance were at $1.4 bil- 
lion, contributions by employers for old 
age and survivors insurance were at $2.7 
billion and compensation paid for injuries 
were at $930 million. 


This Electronic World 

The new IBM “NORC” (Naval Ord- 
nance Research Calculator) is claimed to 
be the smartest electronic “‘brain’’ ever 
built. ““NORC’” will be used on problems 
that existing electronic calculators have 
not been able to solve within practical time 
limits. In less than a 24-hour period a bil- 
lion arithmetic operations can be per- 
formed—equivalent to 1000 people com- 
puting for a lifetime. 


An electronic ‘‘yardmaster,”’ produced 
jointly by the Union Pacific Railroad and 
the Reeves Instrument Corporation, is ex- 
pected to save millions of dollars in roll- 
ing equipment maintenance and freight 
damage claims in its use as a freight car 
switcher and coupler at Union Pacific’s 
classification yard in North Platte, Neb. 





~ CONTROLLERSHIP INFORMATION SERVICE 
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The electronic yardmaster measures the 
speed of a car, breaks the velocity and eases 
it on to a selected track to nudge into a 
coupling at three miles an hour. In the 
marshalling yards, as the cars are un- 
coupled on the incline which allows them 
to coast free to designated tracks, the indi- 
vidual speed of cars is determined electri- 
cally and fed to an electronic “brain.” 

The speed is then controlled by a series 
of electro-pneumatic car retarders or brak- 
ing devices on the track. The entrance 
speed of the car into the retarder and its 
speed within the retarder are measured by 
a radar speed meter which determines at 
what speed the car must be released to 
reach its new coupling point. 

The electronic “‘brain’’ figures the exact 
braking pressure needed to permit a car 
to roll the proper distance and to couple 
at no more than three miles an hour. Un- 
ion Pacific says the machine can retain si- 
multaneously the routing instructions for 
120 cars and that the only manual part of 
the operation is the selection by a control 
tower operator of the tracks for which the 
cars are destined. 


Electronic computing systems, already 
able to “remember’’ hundreds of thou- 
sands of individual bits of information, 
can boost their memories sixtyfold b 
means of a new device developed by Elec- 
trodata Corp., the company reports. The 
new mechanism puts this information in 
coded numerical form, on a fast-moving 


SAVINGS REALIZED IN TRANSFERRING FILES TO A RECORD CENTER 


Research work by Controllership Foundation for its forth- 
coming study on Corporate Records Retention Programs en- 
abled the Foundation to supply the following information: 


In connection with the operation of a storage center, one 
company made an independent study to determine the sav- 
ings obtained from transferring one complete file cabinet 
of records to a storage center. Savings amounted to $28.83 
per file cabinet, which compares favorably with the $26.85 
indicated in the Hoover Report. Broken down into compo- 


nent parts, the savings were: 


1. Cost of equipment 
2. Space needed 


>) 


i 


10 to 1 in favor of records center 
24 to1 
3. Cost of equivalent space 134 to 1 


” ” ” ”» 


” ” ”» ” 
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magnetic tape. When the computer work. 
ing with Electrodata’s device wants infor. 
mation from his “warehouse,” the device 
begins a systematic search for the right 
data. The new unit then shifts its tape 
from one reel to another at high speed in 
answer to the computer's command, stop- 
ping only when it finds the data wanted, 
Then it delivers the information to the 
computer and stands by for further orders, 


Popular Types of Mutual Funds 


The 1954 edition of Arthur Wiesen- 
berger’s book “Investment Companies” 
points out that there are five general classi- 
fications of open-end investment compa- 
nies. The diversified common-stock fund 
is the most numerous type and represented, 
in January 1954, 55% of all open-end 
companies with total net assets of $2.3 bil- 
lion, next is the diversified bond-stock 
fund, with 35% of the total and $1.5 bil- 
lion in total net assets ; third is the special- 
ized fund with about 4% of the total and 
$185 million in assets. The bond fund 
ranks fourth and is also about 4% with 
$170 million in assets; the fifth, and last, 
is the preferred-stock fund comprising 2% 
of the total with $65.8 million in assets. 


Training in Data Processing 

Harvard University has announced a 
new course leading to a master’s degree in 
data processing. The men must know en- 
gineering to know the machines; they 
must know mathematics to know how to 
solve the problems; and they must know 
the field of the problem, be it scientific, 
scholarly or industrial. 

In any problem which can be solved 
with the computer, the first step is to 
state the proposition in terms of numerical 
analysis (to invent a sequence of math- 
ematical operations to describe the prob- 
lem in such a way that it can be set up on 
an automatic digital computer). Then it is 
necessary to answer questions such as: 


Is it practical to answer the problem? 

Will it take too long to compute? 

Is the range of possible variables too 
great? 

Is it necessary to introduce ap proxima- 
tions to shorten the computation? 


Controversial Communications 
and Employe Relations 


Completion of Step 1 of a continuing 
study on ‘Controversial Communications 
and Their Effect on Employe Relations” 
was announced by Fred Rudge, Inc., New 
York consultants in management-employe 
and community relations. The findings in 
Step 1, a survey of 56 companies with 
respect to their policy and practice in dis- 
cussing subjects on which management 
and unions are frequently in disagreement, 
developed the following items: 


1. Virtually all companies surveyed 
speak up when negotiations bog down 
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badly or there is a strike, but prior to ne- 
gotiations only a very few express their 
views about the factors that have deter- 
mined management's position at the bar- 
gaining table; 

2. Virtually all companies not now 
fully organized discuss management's 
viewpoint on organization prior to repre- 
sentation elections; and 

3. Only ten per cent discuss with their 
employes the company’s views concerning 
national labor policy or Taft-Hartley. 


Plant and Equipment Expenditures 

Expenditures for new plant and equip- 
ment will continue at a high rate in the 
first quarter of 1955, although somewhat 
below the average for the year 1954. Ac- 
cording to the latest survey, made in No- 
vember by the SEC and Commerce, invest- 
ment in early 1955 by business is expected 
to be at a seasonally adjusted annual rate 
of $26 billion. 


Corporate Financing 

In the eight and a half postwar years, 
corporations have invested $160 billion 
in new plants and equipment, which is 
more than the undepreciated book value 
of fixed assets at the end of 1945, and $95 
billion in working capital. According to 
the Chase National Bank’s Business in 
Brief corporations had to plow back un- 
usually high proportions of earnings and 
borrow heavily to meet the tremendous 
needs for investment funds. For the period 
as a whole, one-third of the funds came 
from reinvested earnings, almost one-third 
from borrowing, 28% from depreciation 
and 7% from new stock issues. 


Savings Deposits 

Deposits in the nation’s 528 mutual 
savings banks rose above $25 billion for 
the first time at the end of June, while the 
number of accounts was 20.5 million. In- 
terest-dividend payments for the first half 
of the year were 30% greater than for the 
same 1953 period. Mortgage lending con- 
tinued to provide the chief outlet for sav- 
ings bank investment, while holdings of 
the corporate and municipal securities 
were the second most important; holdings 
of federal securities fell below the first 
half of 1953. 


Assets of National Banks 


Total assets of the 4,827 active national 
banks amounted to nearly $111.8 billion 
on October 7, 1954, according to the 
comptroller of the Currency. These assets 
were more than $5.4 billion over the ag- 
gregate reported by the 4,871 active banks 
as of September 30, 1953. 


Industry and the Atom 
Private industry can be expected to take 
an increasingly important part in the 
atomic energy program and continue to 
contribute significantly to its development. 
This view is supported in an 11-page 
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study of industrial participation in atomic 
energy development published by the 
Council for Technological Advancement, 
an affiliate organization of the Machinery 
and Allied Products Institute. 

To date, the Council points out, private 
industry has performed reliably and eff- 
ciently in areas permitted under the 
Atomic Energy Act of 1946. Passage of 
the 1954 Act further broadens and en- 
courages private participation in the de- 
velopment of peacetime industrial appli- 
cation of atomic energy. 

Capital goods manufacturing companies 
in particular have had an important part 
in developing the atomic energy program. 
All major productive facilities of the 
Atomic Energy Commission have been de- 
signed, built, equipped and operated by 
private industrial concerns. 

Certain equipment manufacturers, the 
Council points out, have set up new divi- 
sions or departments for development of 
new machinery and equipment such as 
reactors and other nuclear power com- 
ponents for nuclear power installations. 

Under stimulus of adequate profit in- 
centives, private industry has undertaken 
exploration and production of uranium 
with such success that the United States 
has become one of the world’s leading 
producers. 

Also, the designing, development, pro- 
duction and sale of radiation instruments 
and special machines to users of atomic en- 
ergy has created an entire new industry. 
Virtually nonexistent in 1946, it now has 
annual sales of $35 million, employing 
2800 persons, 


Consumers’ Savings 

Insurance accounted for 34¢ out of 
every dollar of liquid assets held by in- 
dividuals at the end of 1953, compared 
with 23¢ in 1929, according to the Na- 
tional Industrial Conference Board. The 





proportion of currency, plus shares in 
savings and loan associations, dropped 
from 58¢ out of each dollar in 1929 to 
45¢ in 1953. Total liquid assets, how- 
ever, have remained relatively stable. 
The prewar relationship of consumer 
assets to debts has been resumed, with 
the ratio now about five to one, as com- 
pared with a sixteen to one ratio in 1945. 


Rise in Profit Sharing 


According to the Council of Profit-Shar- 
ing Industries of 25,190 pension, profit- 
sharing and stock-bonus plans approved 
by IRS by the end of July 1954, 30% were 
profit-sharing plans. At the end of 1939 
there were only 549 plans of all kinds, and 
by June 30, 1949 there were 12,154 plans. 


Support for College Research 

Fundamental research in the univer- 
sities must be supported by industry, 
private philanthropists and government, 
according to Dr. Robert E. Wilson, 
Standard Oil Co. (Ind.). Basic scientific 
research must be unfettered, as an at- 
tempt at centralized control would 
merely quench the spark of originality 
which flourishes only in an atmosphere 
of freedom. 


Sources and Uses of Capital Funds 

Thirty-eight per cent of the nation’s 
capital funds invested in 1953 came 
from life insurance company policy re- 
serves, time deposits, and savings and 
loan shares, according to the National 
Industrial Conference Board. These 
three sources accounted for $12.5 billion 
of the estimated $32.6 billion capital 
funds provided, while the remainder 
came from individuals, federal, state 
and local governments, corporations, 
banks and other nonbank and institutional 
sources. 











EXECUTIVES! 
Stockholders CAN Ask Searching Questions 


@ Can you assure them your company has 
an adequate insurance program? 


@ Can you assure them the cost of the pro- 
gram is in line with competitors? 


@ Can you assure them the program has 
been reviewed by competent outside in- 
dependent insurance analysts? 


WE DO NOT SELL INSURANCE 


W. T. CHAMBERLAIN INC. 


103 Park Avenue, New York 17, N. Y., Murray Hill 3-2942 


The largest insurance analytical organization 
of its kind which does not sell insurance. 






























Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


RETIREMENTS . . . 

C. Ellis Spencer (#339-1934), financial 
secretary of Crompton & Knowles Loom 
Works, Worcester, Mass., retired on De- 
cember 30, 1954, after nearly 35 years of 
handling the company’s financial prob- 
lems. Mr. Spencer served as president of 
the then-called “New England” Control 
of Controllers Institute, 1937-38; as a 
national vice president of the Institute, 
1940-42; as a national director, 1940-44; 
and as chairman of the national Budget 
and Finance Committee, 1942-44. Mr. 
Spencer was honor guest at the January 
12, 1955 meeting of the Boston Control. 
. . . George J. Grikshell (#1663-1940), 
comptroller, Addressograph-Multigraph 
Corporation, Cleveland, Ohio, is retiring 
and will be succeeded as comptroller by 
John Strum, who has been serving as the 
corporation’s treasurer since 1947. Mr. 
Strum is succeeded as treasurer by Donald 
C. Adams, export manager and assistant 
secretary. 

L. Clayton Vallier (#1045-1937), treas- 
urer,: Buflovak Equipment Division, Blaw- 
Knox Co., Buffalo, N. Y., retired on Janu- 
ary 1... . Wallace L. Davis (#159- 
1932), assistant to vice president, finance, 
Pennsylvania Power & Light Co., Allen- 








town, Pa... . John S. Ogg (#2836- 
1943), treasurer, Lipe-Rollway Corp., 
Syracuse, N. Y., on January 1. 


TOP MEN... 


Edmund L. Grimes (#3461-1945), ex- 
ecutive vice president since 1950 of Com- 


MR. GRIMES 


mercial Credit Company, Baltimore, Md., 
has been elected president, succeeding 
E. C. Wareheim, who has been named 
chairman of the Board. Mr. Grimes served 
as president of Controllers Institute, 
1952-53, and is currently a director at 
large following his 1953-54 term as chair- 
man of the national Board of Directors of 
the Institute. He is also a trustee of Con- 





MARK YOUR CALENDAR 








1955 Controllers Institute Conferences 


1955 Conference 

MAR. 31-APR. 2 Southern 

APR. 28-30 Eastern 

JUNE 5-7 Midwestern 

NOV. 6-9 ANNUAL NATIONAL 


Hotel City 

Mayo TULSA 

Royal York TORONTO 
Radisson MINNEAPCLIS 
Statler LOS ANGELES 
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MR. MYERS 


trollership Foundation, Inc., research arm 
of Controllers Institute. 

Carl B. Myers (#3644-1946), who has 
served as executive vice president and a 
director of the Tennessee Life Insurance 
Company since its formation in 1952, has 
been elected president by the company’s 
Board of Directors. Tennessee Life is a 
wholly owned subsidiary of the Tennes- 
see Gas Transmission Company, Houston, 
Texas, of which Mr. Myers is vice presi- 
dent. . . . George C. Rieger (#3607- 
1946) is now president of Permacel Tape 
Corporation, New Brunswick, N. J. 


NEW CONNECTIONS ... 

Lisle Adkins (#1717-1940) has  suc- 
ceeded Lambert J. Gross (#4401-1948), 
vice president and comptroller and a di- 
rector of General Dynamics Corporation, 
New York, as comptroller, upon the pro- 
motion of Mr. Gross to the post of vice 
president-finance. Mr. Adkins has been 








MR. ADKINS 


general controller for the Crosley and 
Bendix home appliances divisions of the 
AVCO Manufacturing Corporation, Cin- 
cinnati, Ohio. Mr. Adkins, who was presi- 
dent of the Cincinnati Control of Control- 
lers Institute of America, 1947-48, served 
as a national director of the Institute, 
1947-50, and is currently a representative 
of the Institute on the Advisory Council 
on Federal Reports. Mr. Gross became as- 
sociated with General Dynamics in 1947 
and has been a vice president since 1951 
and a director since April 1954. 

T. J. Corbally (#2005-1941) has been 
elected vice president and treasurer and a 
member of the Board of Directors of 
Cline Electric Manufacturing Company of 
Chicago, Ill. Mr. Corbally had been serv- 
ing as consultant to D.S.C. Comptroller, 
U.S. Air Force in Washington, D. C. 
Prior to that he was vice president and 
controller of Walter Scott & Company, 
Inc. of Plainfield, N. J. 

Hobart M. Brown (#2885-1944), as- 
sistant secretary and controller, Toledo 
Steel Products Co. Division, Thompson 
Products, Inc., Toledo, Ohio, is now vice 
president and general manager of Lewis 
Business Furniture Company of the same 
city. Mr. Brown is a past president of the 
Toledo Control of Controllers Institute 
and of the Toledo Chapter of the National 
Office Management Association. . . . Ar 
thur P. Brown (#4127-1948) has been ap- 
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HOBART M. BROWN 


inted controller for the Adel Precision 
Products Division of the General Metals 
Corporation, Burbank, Calif. Mr. Brown 
was formerly controller for the San Diego 
piant of the Solar Aircraft Company. 


NEW APPOINTMENTS .. . 

Harry R. Lange (#2455-1943), vice 
president and treasurer of Cutter Labora- 
tories, Berkeley, California, has been ap- 
pointed vice president of marketing and 
finance. Mr. Lange was president of the 
San Francisco Control of Controllers In- 
stitute, 1952-53, and was general chair- 
man of the 1952 Pacific Coast Confer- 
ence. He was chairman of the national 
Committee on Management Planning and 
Control of the Institute, 1950-51... . 
J. J. Timpy (#3226-1944), vice president, 
American Motors Corporation, Detroit, 
was recently appointed to the newly cre- 
ated policy board. . . . Ronald L. McVey 
(#3645-1946), vice president, Tennessee 
Gas Transmission Company, Houston, 
Texas, has been promoted to a senior vice 
presidency. . . . W. D. Walser (#5962- 
1953), controller, was elected a vice presi- 
dent in the same company. Mr. McVey, a 
national director and regional vice presi- 
dent (IX) of Controllers Institute, 
1954-55, served as president of the Hous- 
ton Control, 1949-50. . . . Fred H. Ruff 
(#4070-1947), assistant controller, Busch- 
Sulzer Division, Nordberg Manufacturing 
Company, St. Louis, has been appointed 
controller. 


CROSS COUNTRY... 

Lloyd R. Boling (#2178-1942), secre- 
tary-treasurer and controller, Oliver United 
Filters, Inc., Oakland, California, is now 
vice president, Dorr-Oliver Incorporated, 
Stamford, Conn., following the merger 
of the Dorr Company and Oliver United 


Railey 








MR. McVEY 
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MR. SHROADS 


Filters, Inc., on January 1, 1955. Mr. 
Boling was president of the San Francisco 
Control of Controllers Institute, 1949-50. 

- J. J. Sutherland (#4230-1948), 
former general manager, Electronics Divi- 
sion, Sylvania Electric Products, Inc., Wo- 
burn, Mass., has joined G. M. Giannini 
& Co., Inc., Pasadena, California, as ex- 
ecutive assistant to the president... . 

Walter L. Eggert (#421-1934), manager 
of the Pacific division of Moore Business 
Forms, Inc., Emeryville, California, has 
been named vice president and general 
manager of the Eastern division of the 
company at Niagara Falls, N. Y., suc- 
ceeding Harry P. Brown, who retired on 
December 31 after 36 years with the 
firm. Mr. Eggert is also vice president of 
Moore Corporation, Limited. He served 
as president of the San Francisco Control 
of Controllers Institute, 1941-2, and was 
a two-term president of the Oakland 
Chamber of Commerce. 


NEW DIRECTORS... 

Brenniss G. Tyrrell (#3871-1947), treas- 
urer, Whitney Chain Company, Hartford, 
Conn. ... Arthur C. Rhyne (#6015- 
1953), secretary and controller, General 
Gas Corporation, Baton Rouge, La. 


ADDITIONAL DUTIES FOR... 

J. Edison Doolittle (#5083-1951), 
comptroller, the Southern New England 
Telephone Company, New Haven, Conn., 
now vice president and comptroller. Mr. 
Doolittle is vice president of the New 
Haven Taxpayers Research Council, di- 
rector of the Connecticut Medical Service 
and director of the Tradesmens National 
Bank, New Haven. . . . D.’ Nevin Smith 
(#3231-1944), executive vice president of 
Willard Storage Battery Co. division, 
Electric Storage Battery Co., Philadelphia, 





MR. EGGERT 





Pa., now general manager of the automo- 
tive division of the company with head- 
quarters in Cleveland. He will remain as 
head of Willard. . . . Paul E. Shroads 
(#1409-1939), vice president and treas- 
urer, National Steel Corporation, Pitts- 
burgh, Pa., adds the title of senior vice 
president to his present title of treasurer. 
Mr. Shroads was president of the Pitts- 
burgh Control of Controllers Institute, 
1947-48; a national director, 1949-51: 
and vice president of Region IV, 1951-52. 





EXPERIENCED CONSULTANT 


Broad Problems of Controllership 
W. I. McNeill 
Industrial Engineer—Accountant 
270 Park Ave., Suite 5A, New York 17, N. Y. 























Is depreciation 
“anybody’s guess?” 


e@ Depreciation is an 
important and measur- 
able element in deter- 
mining costs, profits, 
and taxes. Through 
property analyses and 
remaining life studies, 
the factor of variance 
in measuring deprecia- 
tion may be reduced 


to a narrow range. 


The AMERICAN 


APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 
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20,000 Pension Funds 


One of the newest and fastest-growing 
sources of new capital in the U.S. econ- 
omy is the vast program of private pen- 
sion funds. “There are now 20,000 sepa- 
rate corporate plans covering 11 million 
workers, or 17% of the whole U.S. labor 
force,” Time, The Weekly Newsmaga- 
zine, says. 

The big problem for businessmen, 
Time says, is: How should this huge re- 
tirement kitty (with $19 billion assets 
this year and growing at the rate of $2 
billion each year) be invested so that it 
will bring maximum benefits both to 
workers and the U.S. economy ? 

In 1946, the funds invested up to 50% 
of their money in government bonds; to- 
day the Treasury Department reports that 
the percentage has fallen to 20%. Then 





where is the current money going? With 
the great postwar building boom, pension 
trustees are beginning to lend money on 
big office buildings, shopping centers and 
housing developments. Other companies 
are turning to well-paying corporate 
bonds. But the biggest change of all is 
the flood of pension money going into the 
stock market. 

Today, many firms have as much as 
50% of their pension fund in the mar- 
ket, and most of it in common stocks. 
Dr. Robert E. Wilson, chairman of the 
$2 billion Standard Oil Co. (Indiana), 
calls the pension funds “the strongest 
source of new capital going into the mar- 
ket.” 

Since few pension investors are inter- 
ested in quick, speculative gains, the ef- 
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HELP WANTED 





ASSISTANT CONTROLLER 


Midwest manufacturing company with three 
plants needs experienced accountant for cost 
and inventory control. Age under 35 with 
some industrial experience. Salary open.: Box 
2158. 





SITUATIONS WANTED 





CONTROLLER 
ASSISTANT CONTROLLER 

Accountant with heavy current systems experi- 
ence and broad background covering control- 
lership, office management, taxes and public 
accounting seeks position offering responsi- 
bility and opportunity. Age 39. $8,000- 
$10,000. Box 2155. 


TREASURER-COMPTROLLER 
ACCOUNTING 
OFFICE MANAGER 

President and general manager manufacturer 
machine tools 114 years; resident manager 12- 
man office 4 years; tax consultant-auditor 6 
years, national accounting firm; internal rev- 
enue agent 7 years. CPA (Mass.). Budget, cost 
and government contract experience for 10 
years. Married. Age 42. Three children. Re- 
locate. Desired salary $15,000.00. Resume on 
request. Box 2159. 


ASSISTANT CONTROLLER 
CPA (N. Y.) presently employed as control- 
ler, offers heavy experience in costs, budgets, 
systems, interpretation of costs and financial 
data, management planning staff, lecturer in 
management. Age 34. Would relocate for 
challenge and advancement. Box 2160. 
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ASSISTANT CONTROLLER 


CPA, MBA, 34, nine years’ private and pub- 
lic accounting. Present position as chief ac- 
countant has proved ability to expand. Costs, 
taxes, budgets, systems. Desires position with 
definite advancement possibilities, based on 
ability and initiative. Box 2161. 


INTERNAL AUDITOR 


Age 37, college graduate, experienced in plan- 
ning, conducting, and subervising industrial 
audit assignments covering multi-plant op- 
erations of large national industry. Also ex- 
perienced in public accounting with national 
CPA firm and internal auditing of financial 
operations of medium-sized corporation. De- 
sires executive accounting or auditing posi- 
tion. Box 2162. 


CONTROLLER 


of large motor transportation company in 
New England seeks similar position with 
manufacturing or commercial concern. Eight- 
teen years’ experience in motor transportation 
accounting, auditing, state and federal taxes, 
internal control, other government reports, 
management planning, purchasing and credit. 
Good administrator. Will relocate with sound 
and aggressive organization. Present salary 
$7,500.00. Box 2163. 


ASSISTANT CONTROLLER 


CPA, 38. Multi-plant corporate accounting 
background in taxes, budgets, costs, systems, 
SEC, IBM and government accounting. Highly 
successful with financial, customer and em- 
ploye relations. Low five figures. Box 2164. 





NOTE: Tuk Controntien reserves the right to ars 
cept, reiect or censor classified copu and takes no re- 
sponsibilitu for the people contacted through this ecol- 
umn nor does it guarantee anu item bought or sold. 











fect of this buying has been to bull up 
as well as stabilize the stock market. Most 
funds invest on the “dollar averaging” 
principle, i.e., assign a specific amount of 
money each year to buying a certain stock, 
If the stock rises, the fund can buy fewer 
shares; if the stock falls, it can buy mote, 
thus tending to stabilize the market. 

The pension investors defend the cur. 
rent program as neither too risky nor 
too conservative. Most portfolios are 
well spread out between government 
and industrial bonds, preferred and com. 
mon stock. While established utility 
stocks are the first choice of most com- 
panies, their second and third choices 
are in such growing fields as electronics, 
oil and chemicals. 

“In the future,” Time reports, ‘the 
trend of pension investment will be in- 
creasingly towards the newer growth in- 
dustries. The current popularity of such 
blue chips as Standard Oil (N. J.), De- 
troit Edison, du Pont, and General Elec- 
tric has already pushed prices to the 
point where the stocks in the Dow- Jones 
industrial averages pay only 4.9% in 
dividends. As the blue chips grow too 
expensive, more and more pension 
money will go into new fields. Then 
businessmen will have to toe a fine line 
between their basic objective of protect- 
ing the workers’ pensions and their re- 
sponsibility to the U.S. economy as a 
whole.” 


FTC Head Reports 
Pricing Code Gains 


FTC Chairman Edward F. Howrey 
has reported that the Commission is 
making progress toward developing 
“rules of the game” in competitive dis- 
tribution. The intent, he said, is “to 
make a fair adjustment between the pro- 
tection of small buyers and the welfare 
of the consumer.” Mr. Howrey said he 
understood that the Advisory Commit- 
tee on Cost Justification would consider 
these problems: 

Definitions of price and price differ- 
ences. 

Definitions of other terms at the man- 
ufacturing and distribution levels. 

Selling and transportation costs as af- 
fected by methods and quantities of 
sales and delivery. 

Techniques of allocation and prora- 
tion. 

Customer classification. 

Use of budgeted costs, standard costs 
and actual costs. 

Functional approach to distribution 
cost analysis. 

Uses of sampling in making cost 
studies. 

FTC accounting staff organization and 
procedures. 
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